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CHAPTER I 
TWO SOUTR AMERICAN COUNTEIES 
Introduction 
Although the two largest South American countries 
are SG near as to form a boundary line between them, there is 
a vast difference in their tepogPapbieal, eultura1 and politi-
cal makeup as to make them not only two important South Ameri-
can countries but alse two very distinct identities. On the 
one hand you have Brazil, a huge and rather friendly country, 
and on the other, Argentina, a proud and influential_ country 
with a great ambition--that of becoming the leader of the Latin 
American countries. 
Because of the great potentialities lying within 
these countries, tkey have been chosen for this· particular 
study. In it, the general line of their economic progress--
domestic ruad international--will be traced. There will be no 
aim at comparisons but a study of what has been happening in 
two great countries in a corner of the underdeveloped area of 
the WOJ;'ld. 
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A· Argentina 
Argentina is at once an old and a young countrr--
old in its settlement which predates the landing of the pil-
grims ~n lfew England but a ~lf to three-f<;>urth of a century 
young in its stage of economic development. 
1. Physical Features 
- -
Argentina is the second largest country of So';lth 
America. Situated in the southern portion of South America, 
the Republi~$ which ~s divided· into 14 P~ovinces and 1~ Nation-
al Territories is bounded on the north by Boliva, Paraguay and 
Brazil; on the east by Paraguay, Brazil, Uruguay and the At-
lantic; on the south and west by Chile. 
Within its extensive areas, covering about 1,072,745 
square miles the possibilities are practically unlimited ow-
ing to the wealth of the soil and the variety of its climate. 
Except for the mountainous western area, Argentina 
is in large part a country of low~ands which vary_ considerably-
in their physical characteristics. The country may be divided 
into four principal regions. 
The central Pampa is the best known and, economical-
ly, the most important area of Argentina. 'fhis treeless plain, 
with its deep, rich seil, embraces the best agricultural land 
in South America. Here are grown most of the cereals, flax-
seed and livestock of Argentina; here, too, is concentrated 
three~~ourths of the manufacturing of the country. 
The subtropical plain of the north is chiefly a 
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low-lyilag country, much e:f it swampy and very warm, and part 
of it heavily wooded. It embraces the territories o:f the Choco, 
Fer.mosa and Misienes as well as the Provinces of Salta, Tueuman, 
Santiago del Estero, Cerrientes and part of Santa Fe. The prin~ 
cipal products are sugar, cotton, rice, oil-bearing seeds, yerba 
mate and quebracho. This section has the advantage of diver-
sified production and possesses abundant natural resources. 
The Alldean region covers the extensive area of west-
ern Argentina. The principal economic activity of this area 
is agriculture,most of which is carried an with the aid of 
irrigation in the valleys and :feothills east o:f the ABdes. The 
large wine-producing area is centered in the Province of Men-
doza. 
Pat0gonia includes all the area :from the Rio Negro 
t0 the southern extremity of the continent. Rising from a nar-
row coastal plain, it extends westward in a series of plateaus. 
At the extreme tip of the continent is the barren and bleak 
Tierra del Fuego. The region is large semiarid and the prin-
cipal industry is sheep grazing.* 
2. Population 
The population o:f Argentina is estimated to be ap-
proximately 15,400,000 (1950 estimate). About four-:fi:fths is 
urban--approximately 68% live in greater Buenos Aires alo.ne. 
It is probably the most homogeneous of South America. 
*5.1Jt P• 1. 
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Mestizos to the number of several hundred thousands 
are found mostly ~ the provinces of the northwest; Indians 
and Negroes constitute a negligible qugntity. Nearly 80% of 
the total population is of SpaniSh origin and most of the 
rest has come from Mediterranean Europe. 
In the years preceding the first World War immigra-
tion included Italians, thrifty and industrious, whose si~-
1arity of customs and language £aeilitated assimilation with 
the native population. Next came the Spaniards, including 
many sturdy, hardworking Gallegos and Basques. The English 
and French made up much smaller groups, the former setting 
up banks, import and export houses and controlling transp0r-
tation. In recent years there have been Poles, Yugoslavs 
and Germans. 
~e German population of the republic--residents 
and natives of German desc1mt--is larger than in any other 
South American country except Brazil, perhaps 150,000. MOst 
of them engaged in business in Buenos Aires and ether large 
cities.* 
It should be easier for Americans to understand the 
Argentines than any other of the South American peeples, be-
cause the attitude of the Argentines toward themselves, their 
coumtry, and international affairs is almost identical with 
the attitude of American tewards themselves and their ceumtry. 
* 5, PP• 54-~6. 
-Argentines are impelled by the srume patriotic motives that 
inspire North Americans--an intensive pride in their country 
and a strong faith in its national destiny. The latter is 
accompanied by a rather haughty but perfectly natural desire 
for leadership, especially in Latin !Merica.* 
3. Natural Resources 
Argentina is favored with a great wealth of agri-
cultural resources. T.he main agricultural zone coincides 
with the region of dense population. This is a region of 
deep, rich soil, adequate but not excessive rainfall and a 
mild climate. T.he combination of these three conditions is 
necessary to ·economical agricultural production and if any 
of these is absent, lower yield and higher costs may be ex-
pected. The western boundary of the most productive region 
has about 100 em. of rainfall annually. It extends from near 
Bahia Blanca northwestward to the Cordaba Hil1s and .from there 
turns northeast. North of a line that corresponds more or 
less with latitude 31° south, however, swamps or uncleared 
ferests have so far prevented the exploitation o.f the land 
for agriculture except in limited localities where and at what 
price of production the expense and trouble of clearing or 
draining the land will be worth while. 
Other agricultural zones of lesser importance tham 
the one just described are to be found in the Chaco, Misones, 
* 26, p. 16. 
-Mendoza, the valley of the Rio Negro and so on. 
It is in Buenos Aires Province and the adjacent pro-
vinces, however, that livestock and crop production is at the 
greatest advantage. Since there is but little frost in this 
region, pasture is available for aLmost the entire year and 
has a productivity that places it close to crop productien in 
comparative advantage. Consequently, the agricultural pro-
duction of this area, whch is the foundation of its economic 
lii'e, includes not only the great bulk of the Republic t s crops 
but also of its livestock.* 
In a modern industrial economy cheap metals and fuels 
are of domdnant importance. T.he mineral resources of Argen-
tina are not adequately known. Production has been small and 
confined very largely to small amounts of lead, zinc, tin, and 
tungsten, plus some other minor metals. As far as iron is eon-
earned, only one deposit of any importance is reported and this 
lies in the extreme northwest, far from any supply of coal. 
For coal the country still depends almost entirely on impor-
tations. -Yi.r 
6 
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,!!. Brazil. 
1. Physical Features 
Brazil, which is the fourth largest nation in the 
world, covers almost half the total area of South America. 
Its frontiers touch every country Qn the continent except 
Ecuador and Ghi~e and it has a variety and diversity of in-
terests unmatched by any other hemisphere republic. 
It may be divided into five reg:t.-ons. The lowlands 
drained by the Amazon and its tributaries; the·· La Plata River 
Basin; the Guiana. Highlands; the Brazilian Highlands and the 
coastal plain. , 
/ The Amazon bas~ is a tropical rain forest with a 
great variety of trees and a dense undergrowth; the cl~ate 
is hot and humid throughout the year. 
La Plata Basin is more varied physically and less 
heavily forested than the Amazon Basin. It has a higher ele-
vation and a cooler climate. 
Guiana Highlands, lying in the northeastern Brazil. 
· and in the Guianas are in part f'orested and in part a hot tt 
stony desert. The s'tlllllllers are extremely hot but the winters 
are cool. 
Brazilian Highl~ds is traversed by several. mountain 
ranges. The temperature is less uniform--the northern portion 
having a high temperature and humidity while the southern por-
tion has a decrease in beth. 
7 
2. PQpulation 
T.he population of Brazil was said to be 51,100,000 
(1950 estimate). Three-fourths of the ~bitants are eon-
eBntrated in an area within about 100 miles of the eoast. 
The racial composition of its people is complex--
one-half are European extraction--full-blooded Negroes number 
about two million. Of the Negroes, James wrote: 1'The Negro 
{brought over from Africa) was not only a good worker but he 
also possessed a knowledge of technological processes which 
has often been overlooked. The Negroes of the Sudan, it 
should be remembered were the inventors of the process of 
iron smelting. ~is technological ability they brought with 
them to Brazil along with their rhythmic music and their su-
perstitions.tt* 
Twb-thirds of the immdgrants are Italian, Portuguese 
and Spaniards.. Of the 3,648,382 immigrants who entered the 
country in the century 1820-1920, 1,388,891 were Italians; 
1,055,1541 Portuguese; and 510,501, Spaniards. 
Immigration made further progress in Brazil after 
1920 as shown by the following figures: 
Year Immigrants Year Immigrants 
1921 . 60;784 1927 .101,568 
1922 66,967 1928 82,061 
1923 86,679 1929 100,4~ 
1924 98,124 1930 67,06 
1925 84,88~ 1931 3l,lfe0 
1926 121,59. 1932 34, 83 
* 11, P• 28. 
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This immigration entered the country, ~or the most 
part, with the usua1 dream£ of tropica1 farmers and adven-
turers. Onl:y a few of the immigrants have seen their dreams 
come true. 
A part of these immigrants was absorbed ~ediate1y 
by the cities, but the bul.k of the Swiss and Germans remained 
in the co1onies. T.hey gave birth-to a new c1ass--the sma11 
:t"armer. The states of Santa Oatharina . and Rio Grande do Sul. 
are their specia1 region. The Ita1ians participated in the 
formation o~ the agricul.tura1 l.aborers and the share-tenant 
system, dominating in Sao Pau1e; the Portuguese and SpRniards 
formed the e1ass o~ smal1 merchants, of the owners of venda, 
of general stores in the towns. 
In a1J. branches o~ the economic J.i~e o~ the country 
we can trace the 1nf1uence o~ the foreigner. 
But more important even than their direct activity 
were the influences o~ their work, of their methods and ways, 
en the population already present. 
T.he German influence became quantitatively strong, 
as the germans remained living in e1osed masses, trans~erring 
\ 
their native customs and habits, app1yiiig their European ex-
perience and forming in this way sample farms which served as 
a demonstration of better systems o~ production. ~e groups 
of Germans in the South especia11y--in Rio Grande do Sul and 
Santa Catharina--Europeanized the Oo1onia1 atmosphere. T.hey 
brought their personal connections overseas with them. 
9 
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The importance o:f the d·iversi:fied immigration :from 
all over the world cannot be estimated highly enough. It 
brought not only labor but contributed to another nationa1 
aim, :formulated by Monteiro Lobato as ttimportar eerebron 
{to impert intellectl:* 
3. Natural Resources 
A favorable climate, an abundance of grazing lands, 
.. ~d ample vegetation make large parts of Brazil suitable for 
the raising o:f livestock--but only a small part o:f the avail-
able land is in use. During the colonial period, a fairly 
substantial pastoral industry developed based largely on the 
prGduction and export of dried or jerked beef, tallow and 
hides. 
Because of the diverse topography of the country, 
Brazilian cattle and sheep industries have developed on a re-
giona1 basis. T.he largest cattle raising area is in the 
southern and eastern paDts of the State of Rio Grande do Sul. 
Pr0ducts from the Brazilian forests include carnauba, 
roax, mate (the tea which many Brazilians would not do with-
out), rubber and timber. 
In mineral resources Brazil is one of the riches 
ceuntries in the world, but actual exploitation, though rapidly 
inereastng in recent years is still on a relatively small 
scale with respect to most of the products. In addition te 
* 18, PP• 81-82. 
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coal, iron, and copper, Brazil has what are probably the 
woDld 1 s largest manganese deposits as well as mica, lead, 
zinc, mercury, chromium, nickel, bauxi\e, go1d, p1atinum, 
diamonds and many other precious and semi-precious stones. 
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CHAPTER II 
ECONO:MIC DEVELOPMENT IN ARGENTINA 
A. Introduction 
In spite of the fact that the economic life of Ar-
gentina has been geared to the production of agricultural com-
modities and cattle-raising the republic, especially during 
the past twenty-five years, has experienced a substantial in-
dustrial growth. Manufacturing has been deliberately fostered 
by a protective tariff and alae in recent years by exchange 
restrictions. National capital is more abundant and is more 
willing than it was a generation ago to take industrial risks. 
War in Europe by its dislocation of foreign trade has also 
served to stimulate the desire to promote home industries and 
to reduce dependence upon goods purchased abroad. Progress 
might be even greater were it not for the fact that war also 
shuts off imports of machinery and fuel. Consequently more 
and more of the country1 s needs are being met by domestic 
manufactures utilizing local or imported raw materials. 
While the leading industries of Argentina are in 
the food, beverage and tobacco group, textile manufactures of 
all sorts are rapidly increasing in value and in volume and 
supplying the greater part of the domestic demand. Some New 
England textile interests unable to compete any longer with 
southern mills have transferred their entire plants to Buenos 
Aires where 60% of Argentine industry is concentrated. Key 
national industries are the assembly and manufacture of 
r 
--- ~- ---
machinery and vehicles, meat packing in the huge. tt.rrigori-
f'icos, u oil. re.fining~ tanning, and .t:J.our mil.J.ing. The newl.y 
devel.oped radio, el.eqtrical, optical, newsprint and building 
suppl.ies industries bode keen competition for United States 
exporters. Supported by strong government aid and an ade-
quate suppJ.y o.f skilled labor, adroit Argentin~ Management 
is now J.ooking forward to an industrial .future. 
1.3 
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B. Agrieul. ture 
l. Wheat 
Despite the. rapid expansion of agriculture$ only 
about 11% of the Argentine area is cultivated; 41% is in 
pasture, 32% is forest and 16% is classified as unpreductive 
land or as mountains, lakes and rivers. With the extension 
of irrigation, drainage and transportation facilities, ap-
proximately three-fifths of the total Argentine area could 
be adapted to agriculture and grazing. 
Because of its tepography and climate, Argentina 
has a diversified agricultural economy, it is less dependent 
on the export of a single commodity or a very few commodities 
than most other Latin American eeumtries. Moreover, since 
the country lies principally in the 'femperate.Zone its range 
o.f agricultural production is different from that of most 
other Latin American ';r"epublics. Of all Latin American cotm.-
tries, Argentina has an agricultural economy most closely re-
sembling that of the United States. ~e most important crops 
are wheat, flaxseed, corn, oats, barley and rye. 
Wheat is the leading crop. Ordinarily Argentina 
accounts .for about four-fifths of all wheat produced in Latin 
America and is the only country o.f Latin America in which the 
major part of the wheat crop is usually exported. The wheat 
producing area stretches from the Province of Cordoba to the 
western and southern parts o.f.the Province of Buenos Aires; 
amd into the Territory o.f La Pampa; wheat growing also is a 
--~- -~ 
part of the system of mixed farming in the Province of Santa 
Fe.* 
Although all the wheat belt is within 400 miles of 
the sea the method of hauling the grain ~d stocking it, the 
time involved and the large amount of labor needed all add to 
the cost of getting the wheat to market. Despite these costs, 
Argentine wheat can be sold profitably in Lfverpool below the 
price of North American wheat.** 
T.he wheat acreage varies from year to year. It had 
reached more th~ 17,000,000 acres before World War I. In 
1928-1929 wheat occuped nearly 23,000,000 acres. T.he decade 
of the l930ts, when many people of the world were too poor 
to eat wheat, saw the. Argentine acreage drop to only 14,000,900 
but with droughts in the United States to help, acreage again 
passed 20,000,000 in 1938-1939. World War II wheat planting 
declined once more. In 1945-1946 it was only about 14,ooo,ooo 
**?~ 
acres. 
T.he flour-milling and bakery industries account for 
about one-fifth ofthe output of foodstuffs, beverage and to-
bacco-products group. The largest flour mills are in the 
Provinces of Buenos Aires, Cordoba, Entre Rios, Santa Fe and 
in the Federal Capital. In 1940 there were 228 mills regis-
tered in the country and in l94J., 256 mills of which 162 were 
* 51c PP· 2-4. 
** ~~~ P• 260. 
;t-r& ll, p. 322. 
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operating. T.he estimated annual capacity of the milling es-
tablishment, all of which process domestic wheat, is 1.8 
: .. 
million tons of flour. Exports of wheat flour, which go prin-
cipally to neighboring co~tries, increased from 43,300 tons 
in 1941 to 85,300 in;l943. 
In 1941 about_ 34% of the wheat produced in Argen-
tina was milled in the country.. During the war, large quanti-
ties of wheat have been used for livestock feed and other 
. 
domestic requirements, including fuel. Under the Government 
crop-subsidizing program, all wheat for milling purposes ~st 
be bought from the G:r;>ain Regulatory Board at fixed prices.* 
The grain harvest in early 1948 was larger ~han 
that oft he previous ·year despite a smaller area sown. Wheat 
and corn were well over the previous year's prod~ction with 
__ ., ..,. --~-
. ~H~ 6,663,600 and 5,814,695 metric tons respectively. 
In 1949 growers were called on to increase wheat 
plantings up to seve~ million hectares, but because of econo-
mic problems and unfavorable weather there was no response 
. . 
and area ~~ained approximately 5.5 million hectares, unchanged 
from 1948. 
One of the'world's largest wheat producers, Argen-
tina exported an estimated 2,155,716 metric tons during 1948 • 
. 
?~ 5l, PP• 46-47 • 
~H~ 32, March 1949, P• 11. 
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With the co,ming of Peron into power farming has 
been made less and less attractive. Argentina set out a pro-
gram of industrialization which drained the help from the 
farms and since no farm implements have been made or imported 
to take their place, :agriculture has suffered. A heavy drought 
in l950 and locusts in l95l has left Argentina with the poor-
est harvest o~ small grains in ~0 years. Wheat harvest at 
an estimated 3,000,000 metric tons is onl:y a little more than 
half the previous crop and considerably less than half the 
l936-40 pre-war average of 6,900,000 tons a year. 
Domestic demands average about 3 1 200 1 000 tons a 
year, so that no wheat will be exported from the once great 
breadbasket of the world in l952. 
17 
c. Industries 
Because o:f its many advantages in climate and in 
natural pasturage .Argentina early became the principal source 
o:f Latin American exports o:f meat. Uriti1 the third quarter 
o:f the 19th centuryt the livestock ~dustry consisted o:f herds 
o:f wil.d cattle, hunted. :for tallow and hides, and at that time 
the economy was predominantly pastoral. In 1938 only 46% o:f 
Argentine exports consisted o:f products of pastoral industries. 
The development of re:frigeration after 1870 has a 
marked e:f:fect on the expansion of the Argentine livestock in-
dustry. T.he :first refrigerated shipments were made about 1880; 
in 1900 artificial refrigeration was applied to large shipment 
of beef. When the markets of Europe were opened to Argentine 
beef, British and United States capital :fl.owed into Argentina 
:for investment in the meat-packing industry and led to the 
establishment of large packing houses "frigori:ficos." By 
1928 nearly tbree million cattle and calves were being pre-
cessed a.nnual.J.y. 
Oatt1es are raised ~ most parts of .Argentina but 
chiefiy in the Provinces o:f Buenos .Aires, Santa Fe, Entre 
Rios, Oorrientes and Cordoba and in a smal.l part o:f the Ter-
ritoy of La Pampa. To a great extent the success of' A~en­
tina as a eattle-prod~cing country has resulted :from improved 
pastures, especially from the planting o:f al:falfa which yields 
:from three to four crpps a year without irrigation. In 1937 
J.8 
there were more thgn:33 million catt1e in the country compared 
with an estimated 13 million in 1875 and Argentina supplied 
about one-hal£ of the werld exports of dressed beef and more 
than one-half of the experts of c~ed beef. In 1942 the 
number of cattle was reported to be 31.5 milli0n. * 
As a sheep-grazing country, Argentina is surpassed 
only by Australia and Sovie't Union. and the United States. The 
number of Sheep increased during the co1onial period and dUP-
ing most of the 19th,century, reaching a record high of 74 
mi11ion in 1895. Since that time, there has been a gradual 
decDease, reflecting in part a shift from pastoral. to agri-
cu1tura1 activity and in part a shif't f'rom sheep raising te 
beef-cattle raising. , In 1942 there were reported to be about 
51 mi11ion sheep in the country. Sheep raising is now 1arge1y 
concentrated in Patagonia and in the southern half of' the Pam-
pa. ln 1937, Argentina supplied about one-sixth of a11 the 
mutton and nearly one-tenth of all the wool. entering inter-
national. trade. 
In the production of goats, Argentina ranks second 
in Latin America. In 1930 the number of goats was 5,657,000 
but the census of' 1937 indicates a reduction to 4.9 million 
and in 1942 there were reported to be 2.9 million.Hog raising 
is becoming fairly ilrlPortant, but prGduetion is chie:f'l.y fer 
the domestic market.* 
Beef' is the principal product, but substantial. 
* 5:b pp. 4-5. 
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quantities of lamb., mutton and pork also are preduced. In 
1942., aceording to the Ministry of Agriculture, there were 
23 prineipal frigorifices and ten factories processing meat, 
especially for exportation but also for domestic consumption. 
There are also mruay small municipal and private slaughter-
houses and meat-packing plants throughout the country. Local 
slaughter provide most of the meat for domestic consumption. 
The frigo~ificos ane controlled principally by united States 
* and United Kingdom capital. 
In 1943 the total number of animals slaughtered in 
Argentina was about 617 million cattle, 11.9 ~llion sheep 
and 3.5 million hogs compared with more than 7 ~llion cattle, 
10 million sheep and 2.4 million hogs in 1942. The decline 
~ the number of cattle slaughtered Pesulted from the reduc-
tion ef the herds during the drough which extended from Octo-
ber 1942 to March 1943•;1-
Domestic consumption of beef ordinarily requires 
the processing of about 5 million head of cattle., or about 
10% of the total slaughtered; the remainder is exported. Per 
capita consumption of meat in Argentina whieh was the highest 
in the world, is estimated to be about 301 peund a year. The 
2.5 ndllion inhabitants of the Federal Capital alone consumed 
about 687 million pounds of meat in the period January-October 
20 
Most of the beet exported from Argentina is now 
being shipped in a f'rezen, bone~ess form. Exports of' bane-
less meat which began about January 1941 have since increased 
steadily; at present (~944) it is estimated that less than 
1% is being exported with bone in. 
EOCports of eanned meat were nearly 16% smaller in 
1942 t~ in 194-1. Exports of' fresh beef' and of' canned meat 
in 1942 totaled 740,200 tons and were 4..5% less than exports 
in 1941 on a comparable basis. Total exports of' canned beef' 
during 1941 and 1942 were the largest since 1927. 
One of' the newer developments in the meat-packing 
industry is the dehydration ef' meat. EOCperimenta1 werk im. 
meat dry±ng has been carried on f'or several years. This 
method of' f'oed processing can new be considered as on a com-
mercial basis, but the output is still relatively small. With 
one or two exceptions all the packing plants have installa-
tions f'or meat drying. The total installed capacity is about 
~820 tons per month; in 1942-43 the estimated output was 
* 10,500 tons •. 
2he cattle raising industry f'or which more than 
41% of' the total area is used, supports 41,268,470 heads. The 
sheep population of' the entire country according to the Na-
tional Bureau o:f. Statistics is 50,856,556; hogs, 2,981,406; 
goats, 41 933,679; horses 7,237,663; asses 162,962, and mules 
338,287. 
* ~ 44 . . .::;1).~ PP• -46• 
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A1though meat packing and its associate activities 
were f'ormer1y second in importance and the fact that per capi-
ta consumption of' meat is the highest, Argentina is now faced 
with ttmeatless days" for the first time in its history. It 
is a crucial period in the Peron regime and a vita1 econo~c 
question. 
22 
D. Other Industries 
~cept ~or petrcleum. few minerals are produced in 
Argentina. Lead, zinc, tin and tungsten have been of some 
importance and deposits of ant~ony, beryllium~ copper, gold, 
manganese, mica and vanadium have been exploited. The loca-
tion of the deposits and the lack of transportation facili-
ties, however, have retarded the development of the country's 
mineral resources. Most of the oil wells now in operation 
are close to the sea; other important fields are at Mendoza, 
Plaza Hmineul and Salta. Potentially important fields are 
located in the northern part of the country. Argentina de-
pends on imports for a substantial portion of its petroleum 
requirements. There is virtually no production o~ iron or 
coal--materials vital. to the industrial lif'e o~ the nation--
and Argentina has become the chief coal-importer of South 
America. 
In a survey made by the Argentine General Of~ice of 
Statistics in 1941 only 374 out of a total of 57,978 indus-
trial establishments were engaged in mining, quarrying and 
oil-drilling. These 374 establishments employed 23,847 
workers.* 
Production o~ strategic minerals, such as tungsten, 
manganese, mica, sulfur and bismuth has been stimulated by 
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the wa~. The capacity or old ~nes has been expanded Bome-
what and the new mines have been _opened up. The output of 
gold has also increased. Production of other minerals such 
as lead, zinc, tin, beryllium and copper increased during 
the first years of the war. After 1941, however, the cutput 
ef most minerals declined considerably. This reduction was 
caused principally by the lack of shipping raeilities, the 
shortage of labor and the exhaustion of some of the minera.J. 
deposits. Further development of mining industries will de-
pend principally on scientific exploration of the ceuntry's 
mineral resources, technological improvements making possible 
the profitable exploitation of existing mining operations, 
improvements in the. transportation facilities in the mining 
regions, lower rail and sea freighter rates an« the lower~ 
of tariff barriers ~ foreign countries on minerals whieh can 
be produced in Argentina. 
MOst of the coal produced in Argentina is asphaltite 
of petroleum origin and without evidence of vegetable struc-
ture; ve~y little true eoal is mined. Most of the true coal 
is mined in the Territory of Neuqueio, the Auca-Mahuida and 
La Escondida. MOst of the deposits resemble true eoal super-
ficially but can be distinguised by the greater brightness, 
brittleness and characteristic conchoidal fracture. 
Production or asphaltite for fuel,· which began in 
1939, wmounted to 9,120 tons in 1940. In recent years, stimu-
lated by the shortage or imported fuel, high prices and 
Government assist~ce to transportation faci~ities the out-
put has increased rapid~y. It amounted tG ~7,220 tons in 
~941, to 63,215 tons in 1942 and to an estimated 75,000 tons 
in 1943. All of the aspha~tite mined for fuel is consumed 
within the country. 
2. Manufacturing 
Argentina is one ·of' the leading manufacturing coun-
tries of Latin America. At the end of' the 19th century, agri-
bultural and pastoral pursuits accounted f'or most of' the coun-
try's output. But, in the years preceding 'World War I, a con-
siderable industrial development took place especially in the 
processing of foodstuff's and.~ the fabrication of.nondurab~e 
consumer pr.educts. During that war, inability to obtain sup-
plies of many commodities for.merly imported resulted in the 
establishment of numerous industries, some of' which continued 
to be important after Armistice. 
The principal development of Argentine industry has 
taken place since the depressian following ~929 when foreign 
markets for the country's agricultural products contracted 
great~y. As a result of the ~oss of export markets, Argen-
tina found it difficult to import manufactured goods in the 
u.sua~ quantities and thus come to rely to an increasing de-
gree en domestic production. The government adopted a policy 
of rigidly limiting imports to essentials and of' encouraging 
domestic production of diversified raw materials and of a 
wide range of manufactured goods formerly imported. 
Argentina produces a wide variety of manufactured 
preducts, principally consumers goods for domestic consump-
tion, including textiles, flour, sUgar, vegetable oils, pre-
served and canned goods, tobacco and cigarettes, soap, shoes, 
tanning materials, fabricated iron and steel products, cement, 
tires, lubricating oils and greases, drugs and chemical pro-
ducts, electric-light bulbs, batteries and radios. The as-
sembly of automobiles is an important industry. Because of 
the lack of primary fuels and metals and the limited charae• 
ter of the domestic market there has been only a moderate 
development 0f heavy industries. 
In 1935 a total of 37,912 so-called manufacturing 
establishments were registered in Argentina. These employed 
459,218 workers and paid wages and salaries of 636 million 
pesos ($208,ooo,ooo). By 1939 at the outbreak of World War II, 
the number 0f establishments had increased to 49,855 employ-
ing 617,386 workers and paying wages and salaries ~ounting 
to 905 million pesos ($279,000,000). After the beginning of 
the war, and the closing of many former sources for imports 
of manufacturing articles, industria~ activity in ~gentina 
increased sharply. In 1941 the total number of manu:f'acturixlg 
enterprises was 53,~9; the number of persons employed 727,867 
and total salaries paid amounted to 1,043 millien pesos 
~$310,000,000). In 1941 two-fifths of all the establishments 
registered in Argentina were reported to have been established 
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after 1931; about a third were founded during the period 
1921-30 and the rest were in existence before 1921.* 
In addition to increase in establishments, employees 
and wages and salaries paid, there was an increase of' 63% be-
tween 1935 and 1941 in the value added by manufacturing, which 
reached nearly 1,500 md1lion pesos in the latter year. P.his 
trend is perhaps the most s:!:gnif'icant indicator o:r the mag-
nitude and growth of' Argentina's manufacturing industry.** 
The most ~portant Argentine manufacturing group 
is that engaged in precessing foodstuffs, beverages and to-
bacco products. 
Geographically, Argentine manufacturing is highly 
concentrated. About three-fourths of' the country's industries 
are located in the Federal Oapi tal and the Province of Buen0s 
Aires. Other provinces possessing important industries are 
Santa Fe, Tucuman, Mendoza, Entre Rios and the Territory e:r 
Chaco. 
Argentina is self-sufficient in most materials for 
its industries manufacturing foodstuff's. Wines and most other 
types of' beverages are produced from domestic materials. Ar-
gentine breweries use malt made from domestic barley but most 
of' the hops must be obtained abread. The country not anly 
produces sufficient wools and cotton for the domestic textile 
industries but is also an exporter of' these two materials, 
especially wool. Domestic production of' hides and skins 
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adequately satisfies the requirements of the leather and 
leather-products industries and there remains a large surplus 
for export. Three-fifths or more of the leaf tobacco used ~ 
the manufacture of' cigarettes, cigars and other tobacco pro-
ducts ordinarily is produced in the country. Ceramic and 
related industries utilize predominantly raw materials which 
are available within the country; only small quantities of 
white cement are imported. 
One of' the most serious deterrents to a more ex-
tensive industrialization in Argentina is the shortage of 
fuel and power. With the growth of' industry in the last twen-
ty years, the application of' mechanical methods to agriculture 
and the development of transportation f'acilities. Argeninats 
consumption of f'uel has doubled. In 1922--tbree kinds of 
fuel--petroleum, coal and wood--were approximately equal sup-
pliers of energy; . at that time a third of' the country's re-
quirements of petroleum, all of the f'irewood, but none of the 
coal, was of domestic origin. In 1941 domestically produced 
petroleum satisfied nearly two-thirds of the total require-
ments, but only a little more than 1% of the coal consumed 
was produced within the country. 
From 1937 to 1942 the volUme of industrial produc-
tion increased 27% while its value increased 57%. A large 
part of the increase in value of production, must, of course, 
be attributed uo the advance in prices during this period. 
Difficulty in obtaining raw materials, equipment 
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and fuel during the war has been one ef the most serious pro-
blems limiting the expansion of Argentine industries. T.me 
expansion of trade with other Latin American countries, how-
ever, has helped ~ part to relieve the more severe shortage. 
Chemicals, lumber, rubber, and metallic and non-metallic min-
erals as well as some textiles and machinery, have been ~­
ported from Brazil, Chile, Mexico and Bolivia. 
As regards post-war prospects, Argentina's manu-
facturing industries fall into three groups. The first group 
consists of those industries which have had t0 curtail opera-
tions during the war years because of shortages of imports of 
materials and of replacement and repair parts for equipment. 
For the most part, these industries demonstrated their capa-
city for survival in the country's prewar economic structure 
under the then existing tariff system. 
A second group includes industries which have been 
able to expand their output considerably during the war in 
order to meet increased demands in both the domestic and for-
eign markets, but whose productive equipment has not improved 
in efficiency or has degenerated as a result of abnormal lieavy 
use. Because of wart~e conditions, these enterprises have 
found it practicable to produce even under conditions of in-
creasing cost. Many of them, therefore, have found it neces-
sary to make considerable readjustments after the war. 
In the third group are the many new industries, 
mostly composed of small plants, which have been established 
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during the war. A substantial number of' these will probably 
prove to be relatively inefficient, manufacturing at high 
cost products of rather low quanlity. With the end of' hos-
tilities and the resumption of' world trade, industries in this 
group are faced with renewed competition from foreign produ-
cers, b0th in the domestic market and in other Latin American 
m.a.rkets and some plants may have to cut down their outpu.t or 
cease operation. 
In Argentina as in all Latin American countries and 
in many other countries throughout the expansion of' manufac-
turing industries and the development of mass production methods 
are limited by the relatively low buying power of' many of the 
people. Increase in buying power depends on improvement in 
the efficiency of' production in all fields--manufacturing in-
dustries, mining, forestry, transportation and above all agri-
cultural and pastoral industries on which a large part of the 
people depend for their living. A factor to be reckoned with 
in this period of Argentina 1 s efforts to stimulate the further 
expansion of' manufacturing industries, will be the fact that 
the major interest of the large landow.ners lies in the conti-
nued exportatioh of agricultural and pastoral products; they 
have traditionally resisted industrialization of· the eountry 
as being inimical to their interests. 
Viewing the manufacturing industries of Argentina 
as a whole, the conclusion seems to warrant that the post-war 
period would be more likely to supply the country's needs for 
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-many products. Argent~a is now ~ a preearie~ position and 
much will have to be done i£ she is to retain some o£ the 
export business with other Latin American countries. 
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CHAPTER III 
ECONOMIC DEVELOPMENT IN BRAZIL 
A. Introduction 
~e history of Brazilian economy is a sensational 
record with rumazing fluctuations. It is a history of the 
disappearance of entire industries. Its leitmotif is the per-
petual. change of the t1kings .. u Sugar, cacao$ gold, tebacco, 
cotton$ rubber, coffee--each of these products has its place 
i:m. the history of the C£>~try and was at one time the axis of 
the national (er state) economy, lending to Brazil a tempo-
rary world supremacy. 
In the 17th century, Brazil was the greatest world 
supplier of sugar, but she had to relinguish her supremacy to 
the West Indies and Europe. 
The 18th century brought the gold rush, and bold be-
came the axis of Brazilian economy, though the discoveries in 
California, South Africa and Australia soon overshadowed those 
ot: Brazil. 
Brazilian cotton was important in the London market 
at the end of the 18th century, but the invention of the cot-
ton gin in 1793 soon forced Brazilian produetien to bow down 
to that of the United States. 
In the 19th century Brazil lost the cacao supremacy 
through the competition of Ecuador and later Venezuela and 
Columbia. At the beginning of the 20th century Asiatic rubber 
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defeated that of Brazil and even in coffee Brazil lost her 
monopoly though still holding the supremacy ~ the world sup-
ply as new growing competition became established in Colombia$ 
Venezuela and Central !merica.* 
Brazil is still predominantly an agricultural coun-
try ~ spite of the fact that substantial progress has been 
made in the industrial field. The production is now diverse 
and includes coffee, cacao, tobacco, cotton, rice, sugar, 
grapes, wheat, corn, barley, rye, cassava, potatoes, yrums and 
beans, castor beans, cottonseed, oitieica, peanuts, as well 
as a number of medicinal plants. 
Since the beginning of the century much has been 
done to encourage manufacturing industries. World War I ex-
erted a pronouaced i~luence on its development since it called 
forth great diversification in the manufacture of new products. 
Industrial production of Erazi1 increased four times during 
1919-1928 aided by import duties, import controls, deprecia-
tion of currency and special Government aids. Domestic in-
dustry expanded significantly and the country attained prac-
tical self-sufficiency in the production of many consumer 
goods. 
Notwithstanding the regional character of the majo-
rity of the industries a beneficial interchange between the 
various economic regions of the country is being felt. 
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~e industry of the south import from the north 
rubber, fibres, cavao, oilseeds, long-fibred cotton and other 
products. Sao Paulo imports tobacco from Rio Grande do Sul, 
wood from Parana, pig-iron from Minas Geraes. The jerked beef, 
biscuits, woolens and preserved fruits of Rio Grande State are 
consumed throughout Brazil. 
The textiles, ehinaware, glass, crystal, tools, 
shoes, rubber manufactures and paper and cardboard articles 
of Sao Paulo also find markets throughout the country. Rio 
specializes in cigarettes and textiles which are eonsumed all 
over Brazil. MOdern textile and fruit preserving factories 
are situated in PernEmbuco. Cement, soap and vegetable oils 
are manufaatured in Parail.:)a. In Minas Geraes the dairy in-
dustry, siderurgy, and many cotton textile mills are being 
developed. Rio Grande do Sul specializes to a large extent 
in wines, preserves, in dairy by-products and mineral indus-
tries. 
Coffee, however, is the principal source of income. 
In fact, the favorable natural conditions for the pr0duction 
of coffee, enabled Brazil to have one item which has been the 
leading and principal product of export from 1830 to 1950. 
Over the years two substantial changes have takeR 
place in Brazilian economy. First--change from monocu1ture 
to polycu1ture and second, change from European and A.siatie 
markets to American markets. 
World War II gave an immense impulse to this 
development. Since then Brazil ceased to be a purely agri-
cultural emm.try, and became a nation of mixed economy. 
Progress was accelerated ±n many industries during 
the war. Electrical apparatus, fixtures or cables of excellent 
quality are being manufactured in large quantities and a heavy 
electrical industry was founded with technical and financial 
assistance fro.m the United States. Fifty mdlls produce 85% 
of Brazil's requirements of paper. FGur faetGries are build-
ing light aeroplanes, another is naking aviation motors, and 
although these have been in financial difficulties lately 
they are not likely to be allewed to close down. Cement works, 
inaugurated in 1928, produced 1 1 3001 000 tons in 1948 and new 
plant is being added to meet the growing local demand. Sev-
eral factories are building railway wagons, commercial vehi= 
cles, farm tractors, and agricultural implements. ~ational 
yards are turning out medium-sized ships, and a scheme in 
which British interests have been invited to participate, is 
on foot te equip yards to build larger vessels. The value of 
foodstuffs annually amounts to £ 80 mil.lion. The textile in-
dustry employs over 8 million spindles, and produces goods 
valued at£ 49,.600,000 yearly. Native fibres are being in-
creasingly exploited, and the local sacking, cordage, and 
rope factories will shortly make Brazil independent of sup-
plies from abroad. 
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B. Industries 
le Iron ~ Steel Industry 
The vast area of Brazil contains much undiscovered 
mineral wealth. Besides gold and gemstones the principal pro-
ducts of the Brazilian subsoil consist in: fuels (coal and 
oil) for industrial p1ll'poses and traction; iron ore and lime-
stone for smelting; limestone, clay and gypsum for cement 
manufacture; manganese, chrome and nickel for blending ferro-
alloys; sand,-Qlay, lime and stone used in the building trades; 
salt, which apart from its food value, enters into various in-
dustrial processes; and rock crystal exported·all over the 
world.* 
Transportation difficulties, precarious fuel situ-
ations, undeveloped and inaccessible water power, lack of en-
terprise and capital have retarded the exploitation of this 
wealth. 
The greatest ore deposits are in Minas Geraes and 
in Itabira. Much of the ore is high grade hematite. It is 
estimated that there are in this region perhaps one and half 
billion tons of hematite with a minimum of 65% iron, three 
and a half billion tons of good itabirite with a metal con-
tent of from 50 to 60%, and billions more with a content 
ranging from 5o to 30%. 
Mining has been going on in B.razil for centuries, 
* 8 39, p. 17-1 • 
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bub iron and steel prGductien is a development or the last 
few decades, stimulated by foreign investment. 
In 1942 construction of a new steel plant was begun 
at Volta Redonda ~ the Paraiba Valley--the largest steel plant 
now in operation :IDilJ.all Latin America. Volta Redonda is a 
new city built by the men who gave birth to the steel mill. 
It is a city of 25,000 people. Volta Redonda is visual evi• 
dence of Brazilts determination to utilize its vast indus-
tTial resources. Equipped with all the necessary ingredients 
of steel manufacturing$ the .development of the Brazilian steel 
industry is only a logical step in the industrialization of 
the country. Not only ~azil, but all of South America needs 
the steel which Volta Redonda can supply if goals are rea-
* lized. 
Industrial production increased by over 300% dur-
ing the last year. It is now valued at more than 1,100 mil-
lion yearly and represents 60% of this nation's economic pow-
er. The output of pig iron and steel rose from 160,000 and 
114,000 tons respectively in 1939 to 5321 000 and 481,000 tons 
ih 1948. The heavy iron and steel industry at Volta Redonda 
operated at 70% of capacity in 1948. Iri J.949 it produced 
309,000 tons of heavy rails, sections, billets, plates, 
sheets, tinplate, etc. Its intended capacity is 750,000 tens. 
Privately ewned works in Minas Geraes and San Paule have 
{~ 37, p. 14 
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increased capacity by 100% gnd new ~urnaces have been built 
in Mato Grosso, hitherto known as "No Ma.nt s Land", gnd in 
Espirito Santo. Abundant water power and coal, extensive ~or­
eats, and plenti~ul supplies o~ essential raw materials ~avor 
rapid development. National reserves o~ iron ore are prac-
tically inexhaustible, and new deposits o~ high grade manga-
nese are constantly being discovered. The Itabira mines ex-
tracted 4286 000 tons of iron ore in 1948 an increase o~ 128% 
in one year and exported 385,000 tons. If the projected im-
provements to the mines and rail't;ray were completed in 1951, 
export capacity should have been raised to 1,500,000 tons an-
nually and production costs halved.* 
The significance of the iron and steel industry in 
Brazil to the development of other industries derived from 
this basic product should be emphasized also. An outstand-
ing example is the railway material industry. Ever since the 
Volta Redonda steel plant started the manufacture o~ steel 
plates and structural steel, it has been possible to build 
also metal coaches, and there are at the present time under 
consideration measures designed to provide for the manufac-
ture of railway equipment of all types. 
The iron and steel industry is also contributing 
to the development of the production of internal combustion 
engines and motor engines, and automotive vehicles in the 
* 36, P• 4.50. 
"Fabrica Naeional de Motores". The manufacture of spindles 
for the textile industry has also been initiated in this plant. 
a plant in Sao PaUlo is also engaged in the production of 
spindles. All these productive activities are filling an im-
portant gap in the manufacture of Brazilian transportation 
i} 
equipment and textile machinery. 
* 43~ P• 5. 
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c. Other Industries 
1. Cement 
Cement making was negligible until the early part 
of the 20th century. At that time its ~portance as an econo-
mic product was felt and the first factory opened in 1928o As 
in the case o~ the iron and steel industry, cement production 
in Brazil was stimulated by the reduction of imports$ par-
ticularly during the thirties and the early forties. 
Brazilian production o~ cement gained sucih momentum, 
that by 1941, out o~ a total censumption o~ 786,000 metric 
tons1 only 18,000, or 2%, were imported. Owing to difficul-
ties encountered during the war to secure new equipment to 
increase production, however, it became necessary once more 
to ~port large quantities of cement. 
T.he output o~ the cement industry registered an in-
crease o~ 15% in 1949 compared with 1948. T.he ~ourteen fac-
tories now in operation produced 1,112,467 metric tons of 
cement in 1948 with a vlue o~ $618$394,000, and in 1949 the 
production was 1,281,046 metric tons at a value of $733 ~1-
J.ion. 
Though it is still about 25% short of the domestic 
consumption new plants are projected and it is hoped that 
soon imports will no longer be necessary. 
2. Paper Industry 
Great strides have als0 been made in the paper in-
dustry, but unlike the cement industry, the amount produced 
is far from meeting the needs of the people. 
The consumption of paper in Brazil has increased 
to such an extent, that in spite of the swift rise in domestic 
production, considerable quantities of paper and cellulose 
still have to be imported. Since these imports exert consi-
derable pressure on the international balance of payments, 
thus contributing to its disequilibrium it has became neces-
sary tG provide for the installation of modern plants with 
adequate capacity to supply a larger proportion of the needs 
o:f the country, thus reducing the imports o:f paper and cel-
lulose, with the aim o:f eliminating them eventually altegether. 
2.he success o:f the efforts made toward this end is 
evidenced by the fact that while domestic production o:f paper 
increased by about 194% between the periods 1930-34 and 1945-
4~, ~ports o:f paper and cellulose rose only by 66 and 56%, 
respectively. 
T.he initial develop~ent of the paper industry in 
Brazil was carried out with ~ported cellulose, which at 
:first proved to be economical. As the price o:f foreign cel-
lulose increased with regard to paper, however, it became 
necessary :for Brazil to manufacture its own raw material. 
The reason :for this was that whereas in 1913-14 paper was 
worth 3.7 t~es more than cellulose, in 1934-39 this pro-
portion was reduced to 2.1 times, and to 1.3 times in 1945-49. 
Although at first the production of cellulose had 
to be initiated in a large number of small factories, since 
J.946 this important productive activity is being carried out 
in a large modern factory in MonteaJ.egre, which was built 
with the help of the Bank of Brazil. The capacity of this 
new factory is 40,000 tons. In 1948, it produced 26,000 tens 
of cellu1oses The installation of this plant marked the se-
cond stage of development of the papeJ:> industry in Brazil, 
CharacteJ:>ized by the beginning of mass production of cellulose. 
This new factory is now producing cellulose for news-
print as well as for wrapp:iitg and other types of paper. Con-
sumption of newsprint in Erazil was estimated at about 80,000 
tons in 1948. About 40% of this amount was produced domes-
tically, with Brazilian cellulose. 
In 1949 the Brazilian production of paper registered 
an increase of 7% compared with the output af 1948, while im-
ports fell by 14%.* 
* 43, pp. 6-7. 
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D. Agriculture 
1. Ooff'ee 
Till~g of' the soil lies at the root of the Brazi-
lian economy and despite the evolution proceeding rapidly in 
other spheres of' production, the country is still essentially 
agricultural .• 
Brazili~ farmers are quick to learn and soon fall 
into the rhythm of' improved tecbniques. Thus new crops, sueh 
as tung and mint, have been considerably developed in recent 
years, while the yield ~d quality of' long-established crops 
have been stepped up by-- the adept ion of' up-to-date methods. 
/ 
Brazil r~s third in cotton output. Do~estie 
wheat production is already su:f"f'icient to meet 30% of the 
consumption requirements and it is believed that Brazil will 
not have to import this cereal at all af'ter 1954. 
Brazil is the WQ~ld's greatest producer of coffee. 
It is the great money crop and the one great export crop upon 
which the nation has come .to depend. It is the flow of' money 
into Brazil from the coff'ee-bu~g peoples of the world that 
enables the coun~ry to buy the imported things it must have 
in order to grow. These earnings have enabled Brazil to pay 
interest on a heavy foreign de,bt and to buy foreign-m~de lo-
..... 
comotives, m~chinery, struetuPal steel, chemicals and other 
products needed for its own development. 
Prices abroad may spell boom or bust for the large 
sector of' the Brazilian economy which is attached to cof'fee. 
4-3 
Only a small portion of Brazil is ideally suited 
to large-scale coffee growing--the northern part of Sao Paule 
and the southern part of Minas Geraes. Here is grown nearly 
two-thirds of the world 1 s coffee. The development of new cof-
fee plantations was in progress in the northern part of the 
State of Parana in the early 40 1 s. 
The best soil .for coffee is the dark red loam de-
rived mainly .from the decay of intrusive rocks, which, in 
great masses penetrate the red shales and sandstones of the 
interior of Sao Paulo. Red soils are common in Brazil but 
the particular terra ~ is rich in iron and potash which 
are peculiarly in demand by the coffee trees. Coffee is 
raised on other soils in Brazil, but nowhere else so success-
fully as on the terra ~· 
Coffee growing has been so succe~sful that over-
production has occurred at times causing a fall in price 
which endangered the whole industry. In 1902 a law was passed 
forbidding further planting of coffee trees for a period of 
years. ~e first valorization plan was tried and succeeded 
in 1905 when there was an oversupply. T-his procedure was 
again put into operation in 1917 when the State of Sao Paul@ 
bought up and stored great quantities of coffee .for the pur-
pose of maintaining prices. The severe frost of the follow-
ing year curtailed the coffee crop and the stored coffee was 
sold at a good profit. A third attempt was made in 1921 with 
similar •.success. 
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In 1924 the State Government built storehouses and 
ordered all the coffee growers to ship their supply directly 
to these to be stored. Receipts were issued which could be 
sold or used as security. Coffee was being supplied to the 
market at a certain rate which kept prices up but this en-
couraged the extension of coffee growing. The crop of 1928 
brought this scheme to ruin. 
-
The number of coffee trees which was 1.7 billion 
in 1920 and 2.6 billion in 1930 reached its peak with 3 bil-
lion in 1934. An estimate for 1939 was 2.5 billion and in 
1940 there were 2.3 billion. 
The ninstitute for the Permanent Defense of Co.f:fee" 
was set up to make loans to planters and plan for the purchase 
and retention o:f coffee. Still later the government stepped 
in and took steps for the elimdnating of excess crops. Up 
to 1938 over 60 million bags of coffee were destroyed, by 
burning or dumping in the ocean. 
Priee conditions determine to a large extent the 
supply that will be marketed. There is a widespread belief 
that·eoffee will remain high for the next :four or five years 
since the supply of this product is comparatively inelastic. 
There was a sudden and steep rise in coffee prices late in 
1949. This should represent an increase in real income for 
Brazil and the rest of the coffee producing countries of 
Latin America. 
Brazil with an estimated average annual exportable 
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p~eduction oi' 15.5 millin bags could be expected to contri-
bure over 50% of the worldts exportable production during the 
next few years. ~e country is in a good position, therefore, 
to take advantage of the opportunity afforded by the rise in 
coffee prices. 
There has been a decline in the world production of 
exportable coffee during the last ten years. The world out-
put of coffee in 1930-3~ and 193~-39 amounted to an average 
of 35 million bags annually, in 19~0-44 it fell to less than 
27 million and in 1946-50 it was still below 30 million bags. 
Brazil accounted for 7 mdllion bags out of a total 
of about 8 million bags in world production of exportable 
coffee. The principal cause ~or t~s decline in coffee pro-
duction of ~razil can be_ attributed to poor crops during this 
period and a drop of almost one-third in the coffee treepopu-
lation of the country which decreased from 2.9 million trees 
in 1933 to 2 mdllion in 19~6. 
Another determinant ~ coffee production is the 
levels of employment and real income in the consuming coun-
tries. Therefore, the best assurance that coffee production 
will continue at remunerative levels is to be found in the 
maintenance of rising J.evels of per capita real income in 
the coffee consum~g countries. 
~he possibility of an expansion in coffee produc-
tion, en the other hand, is dependent chiefly on the extent 
to which coffee producers may benefit by higher revenues 
derived from coffee exports at higher prices. The extent to 
which profit, cost and price expectations and investment al-
ternatives may induce coffee producers to invest in the ex-
pansion of coffee production will also be a determining 
factor. 
During the next ten years, it is expected that world 
demand for coffee, as measured by imports, will rise f'rom its 
present level of around 30 million bags to around 40 million 
bags. In order to satisfy this growing demand during the en-
tire period, it is probable that production can be increased 
accordingly without too much diff'icuJ.ty. During the first 
f'ive years, however, the increase would have to be based on 
an expansion in the production of' existing trees, given the 
five years required for new trees to reach the age of' matu-
rity. 
Coffee prices will probably tend to remain around 
their present levels or may even rise somewhat if production 
and consumption follow the pattern outlined above. It the 
demand should decrease or fail to expand as anticipated, or 
if' coffee producers should overexpand production by over-
planting, as it has happened in the past, a period of' over-
supply and low prices f'or cof'f'ee might be expected to fol-
i~ low, perhaps in the last few years of the decade of' 1950-60. 
* 43, p. 18. 
CH!PTER IV 
INTERNATIONAL ECONOMIC DEVELOPMENT 
A. Argentina's Import-Export Trade !11 General 
The inhabitants of' the various parts of' Argentina 
have long been accustomed to sell their products in foreign 
markets. Back in the colonial period international trade was 
' regulated by Spain and exeeeding1y sma11, but even then pro-
duets were being sent to the surrounding Latin American coun-
tries. 
During the second phase of Argentina's foreign trade, 
or the readjustment period (1810-1868), trade was stagnant 
caused by political instability, economic conditions and na-
tural environment of the country. It took the fall of Rosas 
and especially the Civil War in North America to throw open 
the European markets and in particular that of Great Britain. 
Following the introduction of faster steam ships and refri-
geration, trade with the outside world began to increase at 
a rising rate. Argentine beef and grain became major factors 
in the world market. The base metals, copper, lead and zinc, 
began to find an export market. 
The modern period, which is the third in Argentina's 
foreign development (1868-1943), saw much economic progress. 
From a country of mincrr importance Argentina rese to be num-
.bered among the ten 1eading commercial nations of the world. 
During this period its exports was comprised almost wholly ef 
the products of the ranch and farm; namely, e:ereals, meat, 
oilseeds and wool. Even quebracho could be classified as such. 
The products of the mines~ which figure in such an important 
way among the exports of most Latin American countries are al-
most totally absent from the list. Manufactured products are 
also of small importance. So, too, most tropical products--
fruits, waxes and nuts~are tbsent, although some were obtained 
:from Chaco., 
T.he most accurate facts and statistics published 
concerning Argentina's economic advancement are to be found 
in these three periods. The greatest international progress 
was made during the last period. Another period, however, 
must be added to those already mentioned. This could be 
called the "industrialtt period beginning around 1.943 to the 
present day. With the coming of President Peron into power 
Argentina set out on a program of industrialization. Farms 
were drained of their W@rkers and farm machinery was neither 
imported in a sufficient number nor domestically manufactured 
tG makeup for the lack of manpower. Government policies also 
affected Argentina's meat situation but not to the srume ex-
tent as agricul. ture. This naturally brought about a change 
in the country•s economy and one of the most significant 
fact today is that this once great breadbasket and meat mar-
ket of the world now has a scarcity of meat (there are actual-
ly two meatless days in Argentina today) and dairy products, 
and faces the dismal prospect of being a deficit nation in 
cereal grains as well. 
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Since the achievement o~ national unity in 1860, 
.Argentina has pro grassed ~rom a position o~ small importance 
to one among the leading commercial nations o~ the world. 
Between 1925-30 total ~oreign export trade amounted to one 
and one-hal~ billion. The decline in the early 30's rose in 
1937 and has ~luctuated ever since. This has coincided with 
industrial development o~ western Europe and the two world 
wars. Close to two-thirds o~ all its exports be~ore World 
War II went to Great Britain and the Continent. 
In 1938 exports valued at 1,400 million paper 
pesos ($410 million) accounted ~or about one-fourth of the 
value o~ all Latin American exports and ~or nearly one-third 
of those from South ~Eerican countries. In that year Argen-
tina took about three-tenths o~ the total value of Latin .A-
merican imports and nearly two-fifths of all ~ports into 
the ten South American countries. The Argentine import 
trade amounted to 1,461 million pesos ($428 million). Or-
dinarily exports exceeded imports, but in 1938, imports ex-
ceeded exports by $18 million. The Shift in the balance of 
trade was caused by crop ~ailures, a greater all in prices 
of principal exports than in prices of imports and a lessened 
demand for certain export commodities. In 1939 there was 
again an export balance. 
The six most important groups of Argentine ex-
ports--textiles and manufactures, combustibles and lubri-
cants, iron and manufacture, machinery, ~oodstu~~s, and 
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che~cal products--constituted approximately three-fourths 
of the value of all ~ports in the decade 1929-38. Other 
imports included paper$ various metals, wood products, rub-
ber and manufacture, tobacco and 'beverages. The principal 
sources in 1938 were the United Kingdom, the United States, 
and Germany which together accounted for nearly one-half 
of the total. 
The outstand~g feature of the Argentine export 
trade during these years is the dominant position of agri-
cultural and pastoral products, especially cereals,. flaxseed, 
meats and wool, and hides and skins., The position of agri-
cultural products, however, has not always been characteristic 
o:f the economy; until the beginning of this century, preducts 
o:f pastoral industry were preeminent in the export trade. 
Since that time Argentina has become one o:f the principal 
world suppliers o:f cereals and :flaxseed although pastoral 
products are still important. 
In addition to meat, the Argentine meat-packing in-
dustry produces a large variety of by-products, including 
animal oils, glycerine, gelatin, edible and inedible tallow, 
cattle horns, cattle and horse hair, :fertilizers, bones and 
dried blood. Large quantities o:f these by-products are ex-
ported principally to the United ~dom, the United States, 
continental European countries and the countries of Latin 
America. 
Brazil is Argentina's biggest customer among the 
Latin American countries. From January to November 1940, 
Brazil imported to the extent ·of $19 million and exported te 
Argentina her goods and services for $17 million during the 
same period. Brazil accounted for a1most half, approximate1y 
45%, of the total Argentine inter~American trade. On the 
other hand, the Argentine share in Brazil's trade with Lat~ 
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American countries amounted to 70% in exports and 71% in im-
ports. Besides Brazil, Argentina1 s next best customer is 
uruguay which bought some $6,ooo,ooo -~ value, followed by 
Chile with $5,ooo,ooo, Bolivia with $4,000,000 and Peru and 
Paraguay with $3,000,000 each. 
In 1941, Argentina exported 10,080 tons of berates, 
chiefly to Japan; in 1942, 1 1 920 tons were shipped to Brazil, 
Spain, Sweden, the Union of South Africa, Colombia and Peru. 
Exports of meat from Argentina go principally to ~e United 
Kingdom. With the outbreak of the war in 1939, the United 
Kingdom 'began to purchase all the meat that could be shipped 
from Argentina. Since 19421 it has acted as purchasing agent 
for meat for the United Nations; the United Kingdom, however, 
has continued to be the principal consumer. Because of cer-
tain sanitary regulations, no fresh beef is imported into the 
United States from Argentina. The United States, however, 
ranks nest to the United Kingdom as a purchaser of canned :na at. 
In 1942 exports of fresh beef and canned meat were 
valued at 392 million pesos ($109 mi~lion) or 71% of total 
meat exports, compared with 76% in 1941 and 77% ~ 1938. 
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During 1947, of a total of 5,211,900 head of cattle 
slaughtered in Argentina, 21449,000 (47%) were intended for 
export; and in the case of sheep and lambs, the export trade 
is even more important as of the total 10,941,900 slaughtered, 
some 9,334,700 (85%) found their way to other countries.~l-
The year 194~ and the year 1948 began with imports 
and exports running at record high levels. Supplies were 
flowing in and out of the country and good crop prospects 
promised to maintain the high level of exports and the local 
purchasing power. But while it was not so clear at the time, 
the steady increase in imports and exports which started at 
the end of the war, had reached its peak in the last month of 
1947 and with January 1948 began a downward trend. 
T.he lamentable lack of statistics on Argentine for-
eign trade makes it impossible to follow the c'ourse of this 
trade for the second half' of 1948 as compared with the monthly 
figures of 1946 and 1947. ~ese figures are given in Table 
I and II by value and volume.?P.} 
In the past years Argentina has made many.trade 
agreements with various countries of the world. T.hese agree-
ments have speeded up the economic development of Argentina's 
industries by either finding a market for their products or 
importing the raw materials, fuel and manufactures necessary 
* 62 1 Dec. 1948, p .• 22.-
?.Y} 33, Dee. 1948, P• 24. 
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in their domestic economy. 
A cnreful study of some of these agreements taken 
~f from World Economic Report Gf 1948~ will disclose the trend 
for importing r_aw materials and equipment necessary to give 
an added impetus to the industrialization program inaugurated 
a ~ew years previously but not yet sufficiently developed. 
In January 1948, Argentina and Venezuela concluded 
a five-year trade agreement. Venezuela to deliver 1 .. 5 million 
tons of crude oil annually in return for cereals and food-
stu:r~s. 
On February 12 the Andes Agreement was signed. Ar-
gentina to purchase for 150 million United Kingdom owned 
Argentine railways effective March 1, 1948 and export during 
1948 maize wheat, oil and fats and frozen meats in exchange 
~or United Kingdom coal, steel, petroleum, tin, lead, chemi-
cals and agricultural machinery. Argentina granted most-
favored nation treatment to British Commonwealth excluding 
Canada and Newf'oundland. 
On March 18 Argentina signed a five-year trade ani 
payments agreement with Netherlands. Netherlands to build 
seven ships for Argentina and export machinery, textiles, 
electric equipment, chemicals, tin, and crude rubber in ex-
change for 450,000 tons of grain, hides, wool, meat oils and 
fats. Exchange during first year to be more than double that 
* 47, PP• 285-294. 
Argentina and Bolivia signed a trade and financial 
agreement on March 20. Argentina to exchange cattle and 
foodstuffs for Bolivian timber, tin, and chemicals; Argentina 
to grant Bolivia a revolving eredit of 50 million pesos and 
to invest in Bolivia's construction projects. 
A four-year trade agreement valid until December 
31, 1951 was signed on June 8 by Argentina and Yugoslavia. 
Argentina to supply during first year hides, wool, linseed 
oil, tallow and casein. Yugoslavia to deliver cement, caustic 
soda, hops and t~ber; provisions included most-favored nation 
clause for merchant shipping. 
Another trade agreement was concluded by Argentina 
on 1fuly 10. ~his time with Hungary. Argentina to export 
wool, leather, cotton .and cereals in exchange for manufactured 
gppds.: 
On August 29 a three-way trade agreement was signed 
by Argentina, Belgium and Germany, United Kingdom and the 
United States.. Accordingly the United Kingdom and the United 
States zones would export precision instruments to Belgium 
which in turn woUld s·end steel to Argentina, which would ex-
port meat and cereals to the United Kingdom and the United 
States zones. 
Italy and Argentina signed a contract in January 
1949 for the purchase by Italy of 5oo,ooo tons of wheat at 
a pride substantially below Argentina's 1948 price. 
The United States Army on January 10, 1949, 
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announced the purchase from Argentina of 4,140,560 pounds of 
boneless beef, 410,000 pounds of beef liver (frozen) and 
390,276 pounds of lmmb carcass (frozen) at prices of 
$1,077,234; $89,462; and $89,787 respectively.* 
In April 1949 a trade agreement between Argentina 
and the three Western Zones of Germany was concluded and · 
made effective until March 31, 1950. It provided for $33.8 
million in Trizonal ~ports from Argentina and exports to 
Argentina in the amount of $25,ooo,ooo. 
The principal exports which Western Germany re-
ceived from Argentina were expected to be: hides and skins, 
wool, casein and blood albumin, meat, lard, quebracho extract, 
industrial fats and oils, bread grains, coarse grains and oil 
cake. 
The principal eXports to Argentina from Western 
Germany were: colors and dyes; electrical equipment, boilers, 
drilling equipment machine tools, Diesel motors and locomo-
tives for passenger traffic, steam locomotives, miscellaneous 
railway equipment, iron and steel eonstructions, spare parts 
for machinery and vehicles, optical instruments, pumps for 
water supply, chemicals, agricultural machinery, manufactured 
iron and steel products and pencils.~~ 
A ~ive~year trade and payments agreements between 
Argentina and United Kingdom provided for an approximate 
~~ 3.3.-. February 14, 1949, P• 17. 
{H~ ,33., May 23, 1949, P• 18. 
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balance of trade between the two countries was signed on 
June 27, 1949& The agreement became effective on July l, 1949 
and lv.ill remain in force for five years subject to the right 
of either party to terminate it on June 30 of any year upon 
written notice not later than April 30 of the same year. The 
Argentine Government undertook to supply not less than 3001 000 
long tons of carcass meat and meat products during the first 
year of the agreement and to use its best endeavors to raise 
it to 400,000 tons of such meat. Also 20,000 tons of canned 
corned beef and/or mutton and specified quantities of grains, 
fats, and oils, wool, bides and skins, and various other raw 
materials. 
The United Kingdom undertook to purchase additional 
quantities of the meats covered by this agreement. 
The United Kingdom undertook to supply annually 
l,Boo,ooo tons of crude petroleum, 3,750,000 tons of fuel 
oil, 250,000 tons of other petraeum products and a wide range 
of manufactured goods to the value required to maintain an 
approximate equilibrium in the movement of sterling between 
* the two countries at the hi~hest possible level. 
In spite of this agreement there has been a great 
deal of misunderstanding and miscalculating concerning the 
meat shipments. Finally after much arguing, another trade 
agreement was signed in April 1951 under which Argentina 
agreed to deliver 200,000 tons of fresh meat and 30,000 tons 
* 33, August 1, 1949, p. 16. 
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of canned meat to the United Kingdom in twelve months. Even 
this could not be carried out as domestic demand was so high 
and the movement of cattle to market so slow (a drought caused 
some of the delay but mostly it was because of the low prices 
fixed by the Government) that fresh meat shipments had to be 
suspended entirely for two months peginning in mid-August. 
Ganned meat was also reduced to 30% of the previous quarterts 
average. 
Meat shipments were not renewed till the middle of 
October and then they reached only 15~000 tons a month instead 
of the 256 000 tons needed to meet their 200,000 quota. 
During the April 3, 1948-November 30, 1949 period, 
Argentine exports to EOA countries, financed by Marshall Plan 
aid, totaled $9,762,847. 
Argentina and India signed a barter deal calling 
for exchange of 300,000 tons of wheat for 50,000 tans of bur-
lap. Argentine exports to Spain have greatly exceeded imports 
from there during the past three years (1947-1949). This 
country exported te Spain for value of 2,340 million pesos 
and imported for value of 200 million pesos. During the last 
five prewar years (1935-1939) Argentine exports went chief1w 
to the United Kingdom with the United States in third place. 
In 1939, 40.4% of exports went to European continent; 37.6% 
to the United Kingdom and other countries of the sterling 
area, 12.1% to the United States and remaining 9.9% to 
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other countries. 
In June 1950, Argentina and Brazil signed a double 
commercial agreement. By the first, extending over one year, 
this country agreed te export fresh and processed fruits and 
canned vegetables for value of 275 million cruzeiros and to 
import fruits and products and processed vegetables for the 
same value. T.he second, extending to December 31, 1950 calls 
for Argentine exports or 80,000 tons of wheat, 15,000 tons 
of flour and hides, skins, wool, cheese, casein, vegetable 
oils, quebracho extract, etc., for value of 1,500 million 
cruzeir0s and ~ports for s~ilar value of cotton textil.es, 
beverages and metal products. 
Argentina and West Germany have initialed a one-
year trade agreement calling for approximately $1~ million 
of trade each way with Argentina exporting chiefly wheat and 
coarse grains, meat and products, wool, hides and skins, que-
bracho extract, linseed oil, and zine ores and importing iron 
and steel products, tinplate, electrical goods, communica-
tions and scientific equipment, non-ferrous metals and 
asbestos.* 
From the few examples given it can be seen that 
there has bean a general scarcity or petroleum in Argentina 
and due to the extreme pressure on the railways during the 
war years replacement requirements at the end of the war 
were abnormally high. Argentina's imports in general were: 
* 3~, February 1950 3 P• 20. 
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agricultural and general machinery, electric goods, automo-
biles and trucks, petroleum and various types of specialized 
equipment for which it exported its grain and meat products. 
There is no doubt that the economy of the country 
has developed tremendously over the years. The agricultural 
and pastoral products, though still.very important in the 
country's economy and the backbone of its international trade 
are declining rapidly. The Peron Government has give no in~ 
dication of changing its policy toward Argentine farmers. 
The government trading monopoly offered to share its profits 
on foreign sales with the farmer but there was neither meat 
nor grain to export on which a profit eould be made. 
Industrialization has definitely taken hold. The 
pop~ation is now being provided with Argentina's own pro-
duets to a great extent. A minimum of manufactured goods is 
imported by Argentina. Wages are still high in industry and 
living more attractive in town than on the farms or ranches. 
Argentina is a great country-; its people energetic; 
its ambition high. It is capable of a greater economic and 
social development. However, at the moment its economy and 
its people are suffering. Argentina's f'llture share in in-
ternational trade remains to be seen. 
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B. Argentina 1 s Foreign Trade With~ United States 
Trade with the United States has always been ham-
pered by the competitive position of the two countries and 
the nature of their economies. The United States also is a 
large producer of pastoral and farming preducts. Consequently$ 
while there is a market in Argentina for many lines of our 
manufactures there is much less in this count~ for Argentine 
staples. 
The great bulk of Argentina's trade has been with 
Europe. Close to two-thirds of all her exports before World 
War-II went to Great Britain and the Continent. 
In 1895 exports from the United States to Argentina 
amounted to a little over $6 million and the imports from that 
country to almost $9 million. Since 1900, hot-rever, our trade 
increased steadily in value and in volume until, with the 
prostration of European markets during World War I and ~­
mediately after, it rose t0 extraordinary heights. In 1912 
exports to Argentina from the United States reached $53 mil-
lion and imports over $29 million. In 1920 the amount of ex-
ports reached $450 million. It dropped sharply to less than 
half in the post-war depression of 1922. 
The conditions arising out of the great upheaval 
caused by World War I have furniShed the occasion for the 
exercise of an effort without parallel in the United States 
in any previous attempt to secure a larger share of South 
* 43, p. 38 and 39. 
~* 47, P• 291. 
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!merica.n trade. 
~e United States must o~~er Argentina advantages 
comparable to the European competitors ti it is to a.t:bra.ct 
a trans~er o~ a considerable share o~ her commerce ~rom them. 
It must be remembered that the main products of 
Argentina are also the main products o~ the United States 
where they are protected by high tarif~s, whereas in Great 
Britain, which is Argentina's principal customer, there are 
no duties upon the imports o~ foodstui'fs. In these circum-
stances it is obvious that some means must be found whereby 
the interests of Argentina in her commercial relations with 
the Tinited States must be made more reciprocal, either by 
the introduction of American company for the development of 
local industries, or by the remission, at least, o~ a sub-
stantial portion of the duties now imposed upon Argentine 
exports to the United States~ 
During the 30's there was ardent discussion of 
rivalry ~or the Latin American markets--especially that of 
Argentina. It was ~eared that Germany might substantially 
increase her shipments into the region at the expense of 
other countries--particularly the United States and Great 
Britain. German bargainers were at an advantage because 
their efforts were coordinated by the German Government where-
as each trader ~rom Britain or the United States was virtually 
on his own. Germany was using coordinated trading techniques, 
bilateral clearing agreements, exchange control, special types 
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o~ marks and so on in a way that individual traders ~rom 
other countries could not match. Moreover, the trade war 
in Latin America was not merely an issue between private 
traders; it was a means ~or the German Government to ga~ 
political advantage. This policy made the whole matter one 
o~ considerable concer.n to the governments o~ the Uriited 
States and Great Britain. 
In the 30's and in the last years be~ore World War 
II our share in Argentina's foreign trade fluctuated between 
13 and 15%. The balance o~ trade with the United States in 
normal t~es, however, has been consistently unfavorable to 
Argentina as will be seen in Table III. 
In 1942 exports of concentrates, all of which want 
to the Tinited States amounted to 1,640 tons. Exports in 
1939, which amounted to 1,190 tons went principa.J..ly to United 
States, Germany, United Kingdom a.nd France. Exports of lead 
concentrates in 1939 amounted to 21,720 tons o~ which 14,795 
tons went to Belgium, 4,380 tons to the United States and 
2,470 tons to Japan. Exports of zinc concentrates in 1-939 
amounted to 3,960 tons, o~ which 3,240 tons went to United 
Kingdom and 700 tons to the United States. In 1943 all lead 
and zinc concentrates went to the United States to the amount 
of' 57,650 tons. 
No gold concentrates w.ere exported during the period 
1937-1940; in 1942, 450 tons of' concentrates were exported--
all to the United States. During this year Argentina pur-
chased motor ve~cles; iron and steel products; agricultural, 
industrial and electric machinery; business machines and 
other products from the Uriited States and exported flaxseed, 
cattle-hides, wool; canned beef, quebracho extract and other 
commodities.* 
With all other markets closed, Argentina was obliged 
to turn to the United States for its manufactured goods dur-
ing World War II. Balance of trade with United States nor-
mally ~avorable shifted abruptly and in the first eight 
months of the second year of the war Argentine exports to 
this country exceeded its imports over $33 million. 
In 194-7 Argentina t s import trade with the United 
States amounted to 2,4-31 million pesos,·with the Uriited King-
dom, 446 million and with Brazil, 4-39 million. Commodities 
imported that year were: machinery and vehicles; textiles 
and manufactures; iron and manufactures; combustibles and 
lubricants; chemicals and pharmaceutical prSducts; lumber; 
metals and manufactures; paper and cardboard; foodstuffs. 
The principal export markets for the same year 
were: United Kingdom with a value of 1,651 million pesos; 
the Uriited States with 547 million; Spain with 316 million; 
Belgium with 293 million; to name only the first four. Com-
modities exported were: cereals ~nd l~seed; oleaginous pro-
duets; meat; ~des; wool; livestock by-products; dairy products. 
The United States export trade with Argentina has 
been dominated by the exchange situation in 1948. Since 
~~ 5l, PP• 32-35. 
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before the beginning or the year exchange per~ts were being 
granted by the Argentine Central Bank for imports from the 
United States on an increasingly restrictive basis, cu~at­
ing in April with the virtual suspension of such permits ex-
cept for urgent necessities.. The situation continued on for 
the rest of the year br~ging stagnation to practically all 
of the United States export trade to Argentina. 
T.he total value of ~ited States exports to Argen-
tina for the first ten months of 1948 (according to United 
States Department of Commerce figures) ~ounted to $336.6 
million, a figure which while considerably below that for the 
corresponding period of 1947 (the record year) appears to be 
well above those for any other years in the previous decade. 
The decline during the years has nevertheless been very real. 
United States shipments to Argentina in January, February, 
and March were valued at $J.48 million as compared to $56 mil-
lion for the period August, September, and October. 
Besides machinery and vehicles which make up nearly 
three-fourths of the value of United States shipments to Ar-
gentina, the principal American exports to Argent~na in the 
first six months of 1948 were: iron and steel structural 
shapes ($8.2 million), rails ($4.6 million), iron and steel 
sheets C$4.q. million), sodium hydroxide C$3.6 million), anti-
biotics ($3 million), coal ($6.5 million) and gasoline ($2.5 
million). Other products were lumber, tires, and tubes, 
cigarettes and tobacco, glassware and hops. 
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The value of Uriited States imports of Argentine 
goods in 1948 through the month of October was $168.3 mil-
lion, just one-half' the value of' United States exports to 
Argentina. This marked discrepancy in the balance of trade 
between the two een:mtries is an old story whose effects are 
only too plainly felt in the present dollar exchange. At 
t~s t~e Argentina was finding it increasingly di:f'ficult te 
bridge the gap between its United States imports and exports .• 
In the six months period ending June 30, 1949, the 
United States exported goods to the value of' $61,000,000 to 
Argentina and received imports value at $49,0~7,346 accord-
ing to figures compiled in the United States Department of 
Commerce. These figures contrast with $258.7 million and 
$112 million respectively for the same period in 1948 and 
are indicative of present trade difficulties. 
United States exports to Argentina during the 
semester were 5.6% of total United States exports by value; 
thus while they amounted in value to less than one-third of' 
1948 figure, their proportional importance in the United 
States export trade was considerably greater. By the same 
token, while Argentina exports to the United States in the 
first six months of 1948 were 9% of the total exports this 
year's exports to the United States in the same period were 
only slightly over 5% and thus much less important in the 
total of Argentine export trade. 
Trade between the United States and AFgentina has 
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beeome more and more difficult. The spirit or riva~ry be-
tween the two countries has made amicab~e trade relations · 
near ~possib~e. Argentina is now racing a serious economic 
di~emma and po~itica11y the Peron Government is endeavoring 
to throw the blame on the United States. Whi~e they are fo-
cussing their attention on the United States, trying hard 
to make the Argentines forget their rea~ problem and the 
cause or it, their economic situation is getting worse. 
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c. Brazil's Import-Expert Trade !a General 
T.he Brazili~ economy is export-oriented to a re-
markable degree. From the beginning the commodities of the 
various Brazili~ cycles have entered international trade. 
There are certain characteristics peculiar to the 
international trade of Brazil which stand out consp~cuously 
and which can be summed up as follows: 
1. The total trade is relatively small owing 
partly te the high degree of self-sufficiency 
of the country. 
2. Five or six agricultural products form 80% of 
the exports and coffee alone forms about two-
fifths. Other exports are fruits (especially 
oranges), hides, cacao, mate, cotton and beef. 
3. The country sells abroad many millions of 
dollars worth of products in excess of its 
purchases abroad. This condition is highly 
favorable but is more than counteracted by 
the yearly paj71Uents of interest on foreign 
loans. 
4. The Uriited States is the largest buyer of the 
products of Brazil. It takes a large per-
centage of Brazilian exports but supplies less 
th&n that proportion of its imports. 
5. Rubber once the second export in value from 
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Brazil bas £allen to a place o~ minor im-
portance and is now outranked by several 
other products., , 
6. Two-thirds to three-~ourths o~ foreign trade 
of Brazil passes through two ports of Rio de 
Janeiro and Santos, the former leading in im-
ports and the latter in exports because of the 
enormous coffee shipments.* 
These facts will be noted throughout the economic 
development of Brazil. 
The total volume of foreign trade (exports and im-
ports), measured in gold pounds, during the decade 1921 to 
1930, was 5.3 t~es what it had been from 1861 to 1870. As 
there was indications of material progress during the period 
from 1860 to 1930 (or, in other words, as per capita real 
income in Brazil has not likely increased to some extent at 
least), foreign trade would seem to have grown at a slower 
rate than domestic produetion.i!-* 
Brazilian export trade has traditionally been 
highly concentrated among a few staple products. During 
most of the. 19th cen,tury, eight primary products represented 
about 90% of the value of total exports. The proportion fell 
to 60% during World War I, rose during the twenties but con-
tinued the decline in the late thirties, reaching 73% in 1939. 
* ~26, p. 398. ,~: 22, P• 118. 
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Wor~d War II again stimulated the trend toward more diversi-
fied exports, !"educing, in 1942, the value of the eight com-
modities to 47% of total exports. 
Important developments in Brazil's export trade 
in the decade 1929-38 were the decline in the relative im-
portance of' coffee, increased export of cotton, and the 
increasing importance of' Germany as a market for Brazilian 
products. The United States lead in ~938 with Germany second. 
until ~938, all exports were subdivided into live-
stock and livestock products, minerals and mineral products, 
and plant and plant products. 
Since 1938 a new classification of exports was in-
troduced which more fully brings out the profound changes ~ 
the composition of exports during recent years. Exports are 
now subdivided into raw materials, foodstuffs and feed, and 
manufactures. The great innovation is the rise of exported 
manufactures. Raw materia~s were 38% in 1938 and, after 
having reached a peak of 48% in 1941, fell again to 37% in 
~945. Foodstuffs and feed declined from 62% in 1938 to 45% 
in 1945. Manufactures increased from less than 1% in 1938 
to 20% in 1943 and were sti~l close to this proportion in 
1945. 
Since World War I a number of strategic materials 
have been found in1 and supplied by, Brazil. T.hese include 
such items as: hides, skins, and rubber, iron and manganese, 
mica, rock crystal, tantalite, beryl, tungsten, rutile and 
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dirumonds. Brazil bas a monopolistic position in the produc-
tion of rock crystal, but some of its deposits of other im-
portant minerals compete with deposits elsewhere although 
Brazil is the chief source in the Western Hemisphere.~~ The 
annual value of Brazilian minerals production is estimated 
at between $5o million and $60 million of which coal accounts 
for more than one-fourth. In recent years quartz crystals 
have been the second largest item, with gold and diamonds in 
third and fourth places respectively. Manganese ore and mica 
each represent about 4% of the total mineral production. 
The United States has become the largest trading 
partner of Brazil, in terms of both exports and imports, since 
World War I. The second place was held by Britain, at other 
times by Argentina, and at still others by Germany. Trade 
with Africa yas much stimulated during World War II when 
South Africa purchased considerable quantities of Brazilian 
textiles. Trade with Asia bec~e important during the late 
thirties after Japanese cotton purchases had elevated Japan 
to one of the ranking customers of Brazil. Under the impact 
of World War II there was much promotion of inter-American 
trade. Erazil became the leading supplier of imports to 
Argentina, largely under the influence of Argentine demand 
for textiles and timber.~~ 
The distribution of Brazil's imports and exports 
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by countries for the years 1938-19~8-194-e are given in Table 
IV. 
In 1947 the total value of exports of manufactured 
products was about $88 million, not including manufactured 
foodstuffs like canned meats and tapioca or semi-manufactured 
like pig iron. The principal items other than cotton cloth 
were: rubber manufactures, pharmaceuticals, machinery, iron 
pipe~ plywood ~d copper articles. 
The largest group of imports consisted of machinery, 
motor vehicles .and parts, railway cars and locomotives and 
vessels. This group comprised 33.5% of the total value of 
imports in 1946. The next largest groups were basic iron &nd 
steel products (10.2%), fuels and libricants (9.1%), wheat 
and wheat flour (7.2%), industrial chemicals (4.1%) and non-
ferrous metals (2.9%). The foodstuffs and beverage group as 
a whole accounted for 19.1%. Purchases of cement, jute, wool 
and wool yarn, newsprint and pulp for paper manufacture were 
substantial. 
Imports of consumption goods (other than foodstuffs 
and motor vehicles) probably did not amount to more than 5.4% 
of the total. In other words, the bulk of the imports it 
built consists of capital goods, basic raw materials and food 
products. By way of contrast, cotton goods comprised 27.5% 
of all imports in 1874-1875 and J.4.8% in 1904; machinery 1.7% 
in 1874-75 and 5.4% in 1940; alcoholic beverages 11 .• 1% in 
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187~-75 and 7.4% in 1904.* 
Brazil has normally been a debtor nation during the 
present century and has as a rule bad an export surplus on 
that account. Only in a few years when one of three circum-
stances intervened has Brazil had an import surplus. Qne of 
these has been default of payment on foreign obligations~ the 
second~ large new loans from abroad. The third occurred in 
1947$ when as a result of heavy eXports during the war years 
and inability to buy as much as usual from the main belli-
gerents,. Brazil had accumulated a large balance of foreign 
exchange wbdchwas spent for needed supplies as soan as these 
became available after the close of hostilities. 
The exports have always consisted chiefly of food-
stuffs and raw materials, though in recent years exports of 
manufactures have been growing. With its exports, Brazil ac-
quired the foreign exchange with which-to purchase imports 
consisting mainly of manufactured products. In earlier years 
these were largely consumers' goods such as textiles~ iron-
ware, foodstuffs, and later transportation equipment and 
J4V 
motor vehicles .... c 
Imports of foodstuffs and textiles represented 
about 5o% of total imports in the early 1900's, but by 1945-
1949 these imports onJ.y,accounted for 22% of total imports. 
Fuel, chemical and pharmaceutical products, paper and other 
items essential to the economic development of the country 
* 10,. P• 3l5. 
*-1~ 
" 10, P• 45-47• 
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have been filling the gap left by the reduction in the pur-
chases abroad of foodstuffs and textiles. As can be seen in 
Tables V and VI Brazil is a heavy buyer of manufactured pro-
ducts such as automobiles, railroad cars, rails and piping~ 
paper, pharmaceuticals, electric generators and equipment, 
and machinery. Purchases of raw materials included gasoline, 
coal, fuel oils, cement, cellulose, iron, steel and copper. 
The chief foodstuffs imported were wheat, beverages, fruits, 
olive oil and dried cod. 
The principal Brazilian exports for 1949 were coffee, 
cotton, fabrics, pine timber, cacao, tobacco, carnauba wax, 
rice andcanned meat. The chief' buyers o:f these connnodities 
were, e.ccroding to export values for 1949: United States 
... 
(50.20%), Great Britain (8.50%), Argentina (7.69%), Belgo-
Luxembourg Union (4.35%), Holland (3.13%), Sweden (2.88%}, 
Italy {2.58%), France (2.11%), Canada (1.75%), Germany (1.55%) 
and Uruguay (1.44%). * 
The foreign trad& o:f Brazil which in 1948 showed 
an export balance of 712 million cruzeiros, presented a de-
ficit of 495 million cruzeiros in 1949. 
Exports of manufactures and semi-manufactured goods, 
such as cotton textiles, sugar, preserved meats, pine lumber, 
and others, registered declines in 1949 in comparison with 
Exports o:f manufactures represented about 3% of' 
* 39, P• 38. 
total export values in 1948 and 1949, whereas ~ 1946 and 
1947 they accounted for about 7 and 8%, respectively, of 
the total value exported. 
In 1938, coffee constituted 45% of the total value 
of exports. In 1946, its share in Brazilian exports had 
dropped to 35% of the total, but in 1948 and 1949, it has 
risen again to 42 and 58%, re.spectively. The sudden and 
steep rise in coffee prices late in 1949 is of course at 
least partially responsible for the substantially increased 
share of caffee in the total value of Brazilian exports in 
1949. 
The declining share of manufactures in general, 
gnd eottan textiles in particular, in the export trade of 
Brazil, is the consequence of the strong competition these 
products have to meet in the world markets, and also of the 
exchange difficUlties that must be faced by the purchasing 
countries. 
The balance of trade with Great Britain had been 
favorable to Brazil for a number of years priGr to 1948, when 
it bec&me unfavorable, resulting in an import balance of 
67 ~Ilion cruzeiros. This import balance increased in 1949 
to 950 million cruzeiros. 
The balance oft rade with Argentina, where Brazil 
generally acquires all the foreign wheat she needs to sup-
plement her domestic production, resUlted in an import bal-
ance of 624 million cruzeiros in 1949. Brazilian imports of 
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wheat rose from 313,000 metric tons in 19~8 valued at 1,~6 
million cruzeiros, to 803,000 tons in 1949, with a valuation 
of 1,942 million cruzeiros. The unfavorable bal~ce with 
Argentina, however, was rather the consequence of Argentine 
restrictions on purchases from Brazil on account of the ex-
' change situation confronting Argentina, and should not create 
any difficulties for Brazil, since this country has large 
balances available to her credit which can be applied to the 
liquidation of this unfavorable 19~9 trade balanee with Ar-
gent ina. 
In the case of Great Britain the siutation is dif-
ferent, in view of the growing scarcity in Brazil of nfreeu 
pounds sterling whieh can be applied to the liquidation of 
the unfavorable bal~ce with that country. Brazil still has 
a balance of about 40 million "bloekedu sterling to her credit, 
but this 'cannot be used for the payment of the import balance 
Br ~~ with Great itain. 
On May 21, 19~8, Brazil and the United Kingdom con-
cluded a trade and payments agreement involving exchanges 
totalli:qg.&( 68.5 million in 19~8. United Kingdom te export 
coal, petroleum products, agricultural and industrial machin-
ery in exchange for foodst~fs and raw materials; payments to 
-'~t.. be settled in sterling.--~· 
As reported by certain sources, this trade agreement 
* ~3, p. 38 ~d 39. 
~B~ 4 71 p • 291. 
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does not seem to have been fulfilled in its entirety, since 
Brazil has p~chased more and Great Britain less than was 
* actually foreseen in the agreement. 
Long an agricultural country,. BrazU of 1a te has 
been making remarkable strides towards industrialization. 
Electric production, always an accurate index of·manufaeture 
operations, amounted in l950 to 715 billion kwh, an increase 
of 6% over the previous year; in the first nine months of 
195l consumption in Rio de Janeiro alone jumped 50 million 
kwh. Pig iron production of l950 was 34% over that of 1949, 
steel production rose 22%. Estimated production of paper 
for l951 is 250,000 tons. In August issues of capital stock 
totaled more than 700 million cru.zeirE>s almost equally divia-
ed between Rio de Janeiro and Sao Paulo. 
In 1950 there was a favorable balance of trade of 
~1 600 million cruzeiros as against the unfavorable one of 
495 million of l949. 
While Brazil and coffee are almost s,r.nonymous, the 
country has many other agricultural products. Last year, 
for example, it produced 32,000,000 tons of sugar cane, 
12,.000,000 tons of manioc, 6,ooo,ooo tons of corn, 167 mil-
lion bunches of bananas, a quarter million tons of grapes. 
At the same time industrial production has been growing at 
a steadily increasing pace. Iron and steel, textiles, 
77 
newsprint, cement, alka~ies--these are some o:f the items 
that are bringing Brazi~ to the :front as an industrial coun-
try. 
Brazi~ is a country of the :future. Her steady pro-
gress ~ agricultura~ products and especia~ly in manufactures 
and the number o:f improvements in her trade terms are en-
couraging. I:r Brazil can expand her present capacity to im-
port at the same rate that her population increases. problems 
confronting the economic deve~opment o:f the country would be 
gradua~~y solved and international trade would gain. 
D. Brazi1 1 s Foreign Trade With The United StateA 
Brazil like the United States has both the advan-
tages and the disadvantages of great size. Distances and 
diversity complicate the problems of government and efficient 
administration of the economy of the country. In Brazil the 
problem is aggravated by the lack of adequate transportation 
and communication facilities. However, Brazil has made great 
strides ~ the former and her railways and seaports are kept 
humming with trade coming and going. 
T.he trade of Brazil with the United States is the 
largest of any country in South America and one of the three 
largest in Latin America--the other two being Mexico and Cuba. 
T.he United States has been Brazil's ehief export 
market for three-fourths of a century. Before World War I 
Brazil 1 s shipments to the United States were several tfmes as 
large, by value, as purchases from that source. During the 
war the United States became the largest of Brazil 1 s foreign 
suppliers. The different geographic position or the two 
countries and the character of their resources have encouraged 
this interchange. 
More than 34% of all Brazilian exports were shipped 
to the United States in 1938 and 24% of all Brazilian imports 
c&me from the United States in that year. The importance of 
the United States in Brazilian trade is due in large part te 
the great denand for coffee in United States market. Other 
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products are cacao, babassu nuts and brazil nuts, manganese, 
and hides and skins. 
During the last world war the United States played 
. 
an active role in mobilizing the production and export of 
scarce supplies from Latin America. It cannot afford to be 
negligent of the needs of Brazilian people in peace. 
In 1944 the United States furnished over 61% of the 
total value of Brazilian ~ports. This proportion declined 
to 55% in 1945 but rose again to 58% in 1946 and 61.3% in 
1947. 
Brazil's ~ports from the United States were 
$61 million in 1938; they rose consistently to $356 million 
in 1946 and reached the record of $495 million during the 
first nine months of 1951. Li~ewise her exports to the United 
States which were $97 million in 1938 rose to $407 million 
in 1946 and to $651 million in the first half of 1951. 
In 1951 Brazil's sbdpment to the United States con-
sisted of raw materials and received manufactured goods in 
return. 
The trade of 1951 was far above that of 1950. Not 
only that, but it raised Brazil to the rank of the second 
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most important individual country with whom the United States 
was doing business--Canada was the leader. United States 
purchases from Brazil actually aggregated nearly half as much 
as the total bought from all the Marshall Plan nations combined. 
-' 
Today, and probably for the rest of 1952, the out-
1ook for United States exporters in Brazi1 is cloudy. Brazil 
has run up some $175 mil11on of unpaid bil1s that probably 
cannot be paid off before early 1953. To right the balance, 
Brazi1 is striving manfully to slash imports. Purchases of 
United States goods were down to 33% in May 1952 from a 
monthly average of $101 million for the first four months of 
the year. Most of what they do buy will be oil, wheat, other 
essentials. 
T.he possibilities of Brazil, despite the progress 
so far, scarcely has been scratched. Her record during 
World War II and the recent disappointing experiences with 
Argentfna showed more than ever that Brazil was the major 
economic ally of the United States in South America.~t-
81. 
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TABLES FOR ARGENTINA 
Table ! 
Total Argentine Imports 
Millions of' Pesos Thousand of' tons 
19¥6 19lJ-7 1948 1946 1947 1948 
--- -
January 124~9 286.3 569.5 474~2 840!1 1059.7 
-
February 143!8 255.3 486.7 628.,9 579.7 929.6 
. . 
Marwh 147!5 342.7 520.2 703.4 796.5 1168.3 
April 175.2 348.3 514.2 738.8 799.2 1418.6 
May 196.5 414·4 437.6 668.5 885.8 1090.3 
June 166.:7 405.1 501 .. 9 586.9 857 .. 1 1129.9 
. 
July 207.6 495.6 678.1 883.2 
. . 
.August 199!4 441~7 726.6 945.0 
September 224~4 570.7 710.3 1141!7 
.. 
October 252.3 553.2 794.0 1127.2 
. . . . 
November 232.3 469!3 869.0 960.4 
. 
December 259.8 765 .. 5 762.4 1188.0 
Source: Comments on Argentine Trade, December 1948, p. 35. 
--
' 
Table II 
-
Tota1, Argentine Exports 
Mi-llions o:f Pesos Thousangs o:f tons
8 19Jt6 191J.~ 1948 191J.6 19~7 19~ 
January 135.2 402~0 556.0 345.5 622.4 1030.5 
. 
February 211.3 340!3 518.5 6o5.7 488!4 1038!2 
March 313.3 366!4 566.2 770.9 533.9 909.0 
.. 
April 335.1 428!6 540~2 730.2 65.0.5 809.9 
May 313.7 388.7 428!2 820.1 614.6 646~2 
. 
June 312.0 401.8 443.6 651.4 586.3 659.9 
July 380.4 430.4 880.2 684.8 
. 
August 347.6 434.4 770.0 676.0 
September 353.7 458!2 659.3 822.1 
. . 
October 342.~3 460.9 594.6 1005.9 
November 416~3 569.9 636.1 1170.0 
.. . 
.. 
December 476.5 823.3 695.5 1447.7 
Source: Oommentson Argentine Trade, December 1948, P• 37. 
Table ill 
ArgeTtine - United S8ates Trade 1938-~ 
Real Values--00 of Paper Pesos) 
Year Imports % Exports % Total % 
Trade 
1938 254,685 17~4 118,553 8.4 373,328 13.0 
. 
. 
1939 219,775 16.5 188,810 12.0 407,585 13!9 
. 
1940 440,661 30.0 253,446 17.8 703,107 24.0 
1941 450,198 35.2 542,857 37.1 993,055 36.4 
. 
- -· 
1942 397,445 31.2 510,556 28.5 Q08,001 29.5 
1943 179,300 19.0 532,656 22.8 711,956 21.6 
. 
-
1944 151,870 15.1 536,300 22,.7 688,170 20~4 
. 
1945 158,900 13.7 553,800 22.2 712,701 1~.5 
. 
1946 665,200 28.5 596,100 15.0 1261,300 20.0 
. 
1947 2451,000 45.8 547,300 9.9 2998,300 20.7 
. 
1948?~ 1435,800 40.7 285,800 9.0 1721,600 27.8 
~lrirst 6 months of' 1948. 
Source: Cpmments on Argentine Trade, December 1948, P• 38. 
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TABLES FOR BRAZIL 
Ta]21~ ll 
Imports and Exnorts ~ Prtqcipal Countries (Values in millions of cruzeiros) 
1938 
Imports 
19~8 
Ebcports 
Countries 1948 194.9 194.8 194.9 
United States 1#258 10;876- 8,;770 1,749 9;387 10;117 
Great Britain 
.539 2;11-6 2;663 44.7 2;04.9 1;713 
Argentina 615 1,496 .2,174 230 2,055 1,550 
Union Belgium 
555 182 877 Lilxembourg 209 932 1,031 
Sweden 128 467 622 109 383 580 
Switzerland 1~~ 403 591 9 218 186 France 504 379 326 5~6 425 Italy · 93 403 323 109 '57 519 
Urugtiay 37 179 308 72 326 290 
Chile J:-8 203 282 9 236 173 
Czechoslovakia 65 160 240 31 43 74 Canada 67 341 218 16 312 354' 
Norway 19 153 172· 14 216 153 
Holland 
ctJ 180 166 215 544 632 Venezuela 206 154 2 122 32 
Portugal 81 290 131 31 72 131 
Spain 2 97 112 6 53:3 324 
Finland 16 96 105 ct~ ' 59 21 India 52 227 84 367 38 
Denmark 3~ 39 65 8.5 255 189 
Union of 
South Africa 2 25 33 22 265 15.5 
Mex.ico (JJ 15 29 (l) 10 5 Colombia 3 1 (1J 79 15 Paraguay '(-1) 1 1 22 33 
Other countries g;.69g ~ ~ ~ HW ~ 21, 97 Total ,19 · 2 , 2 , 2 , 
(1) Less than 500,000 cruzeiros. · (2) Less than one-tenth of one percent. 
Source: Compiles from tables in Economic Developments in 
Brazil 1949-1950 pp. 45 and-48. 
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Table. Y. 
l!lx:port§: Jt:! Principa:L Prg,d.uets .. 
(Volume.~ thousands of metric tons--Values ~millions Q! cruzeiros) 
Products 1938 
Volume 
1948 1949 1938 
Value 
1948 1949 
. . . . 
-
Coffee' .1,027 1,050 1,162 2,296 9~019 11,611 
Cotton, raw 269 25\1 J.40 930 3;3&5 2,007 
Cacao . 128 ~~-2 1_3-2 213 1,066 e64 
Hides and Skins 56 63 61 209 763 693 
Pine lumber 216 572· 388 58 811 -585 
Cotton textiles (1) 6 4 4 48e 364 Carnauba wax 9 9 11 101- 286 343 
Tobacco 27. 25 28 86 268 279 
Castor beans 126 164 132 80 ~g 261 Meat, frozen 45 21 24 88 199 
Mate (Brazilian 
tea) 63 47 47 59 138 148 
Bra~il nuts 28 1.4 21 71 84 135 Oranges 192 100 72 112 171 121 
Meat, preserved 25 23 9 65 28-2 120 
Sisal fiber 20 23 
---
116 118 
Bananas 222 163 168· 27 1t}3. 111 
Iron ore 369 599 676 20 61 103 
Fodder 422 102 73 144 179 95 Babassu nuts 30 ••J2 20 39 163 82 
Sugar 8 361 3\1 3 692 78 
Wool 5~ 7 2 . 40 105 57 Rice 213 1 40 7~1 
. (2} Corn· 125 l:-11 (1) ~5 '1 3 Other products ;:~~~ 4:~~~ di ~ 1;6g6 ~· Tota1 7 , 7 2 , 97 29,1 3 
(1~ Less than 5oo~metric tons. • (2 Less than 5oo,ooo cruzeiros. 
Source: Economic Developments in Brazi1 1949-1950 P• 43. 
Table VI 
-
Imports. _12l:. Prirl.cipal Products 
(Values ~ millions of eruzeiDos) 
Products llrui 1.24§. l.9.1Ja lfk_of tnft 19fi§ 
Manufactures: 
Automobiles 14-0 1~034- 652 2.7 4-.9 3.2 
!rachinery and 
equipment for 
54-2 573 2.6 2.8 textile industry 113 2.2 
Pharmaceutical . . 
products 81 292 4-97 1.6 1~4 2~4 
Linen and wool . 
fabrics 68 428 443 . 1.3 2.0 2 .. 1 
Chassis, automobiles . 
101 819 411 1.9 3.9 2.0 
Trucks~ buses and . 
ambul.anees - 3 4-73 397 0.1 2.3 1 .. 9 
Road conservation .. .. . 
machinery· 14- 144 321 0.3 0.7 1 .• 6 
Iron and steel .. . . 
tubes . 62 148 312 1.2 0.7 1.6 
Cutlery~ tools and -- . 
utensils 63 ~5 296 1.:2 1~2 1;4 Paper · · · - 94- 3 2 294- 1.8 1.7 1!4 T'YPewriters and .. 
sewing machines 70 206 288 1.3 1.,0 1.4-
Agricultural rna~ 
ehiriery and im-
8 plements ·· · 129 271 0.2 o.6 1.3 
Electric motors . . . . 
and generators 51 236 256 1.0 J.;l .1;2 
Refrigerators (1) 221 181· (2) 1;1 0;9 
Barbed wire 32 73 186 0~6 0;3 0~9 
Tin plate 91 256 186 1~7 1~2 0;9 
Steel wire 35 69 152 0;7 0~3 o;7 
Railway ears 112 26 151 2.2 0.1 0.7 
Electrical equip- . 
m.ent 31 105 138 o;6 o;5 0;7 
Caustic soda 32 235 137 0~6 1;1 o;7 
Ships and boats 5 705 130 0 .. 1 3!4 o.6 Radio sets and .. . . 
accessories 58 230 12-6 1;1 1;1 o;6 
Locomotives '44 '258 66 o;8 1;2 o;3 
Other mfg. ~:§li ~ 1f=~~~ ~ ~ 26'0 Totals 1 , 1 9 057:2 
----------~-------
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Tab)& 11 
Imports lu:; Principal Products. 
(Values in millions .Q!, cruzeiros) 
·~ of total 
Products 1938 ~ 1938 ~ 19ll;2 
Raw materials 
and fuels: 
Gasoline 173 889 1,141 3.3 4.2 5.5 
Fuel and Diesel ··-· . . 
oil 112 898 61-0 2~2 4~0' 3~0 
Copper ~d alloys 44 138 266 o;8 0;7 1;3 
Cellulose 94 187 265 1;8 o;9 1;3 
CoaT 224 J.t.07 259 J.t.;3 1;9 1;3 
Cement 12 253 251 o;2 1;2 1~2 
Lubricants 51 280 218 1;0 1;3 1;1 
Iron and steel J~l 183 211 2;8 0~9 l;o Kerosene 132 122 1~0 o;6 0~6 
Sulphur 8 23 
. 3~ 0;2 o;1 0~2 Other 1~,~~ ~ .f.ffi 1~;i ...LE. *.t Total 1 ,173 2 • 23.3 1 
Foodstuffs: 
Wheat 536 1;146 J::i% 10;3 5;5 9;4 Other Foodstuf'fs 282 2i:Z~ l~:t ta l~:g Total 818 3,900 , • 
Livestock , 23: ~ 2~ 0 ~lob o;g o*2 Total. Imports 5,196 2 , 100.0 100.0 100.0 
(1) Less than 500~000 cruzeiros· (2) Less than one-tenth of one percent. 
Source: Economic Developments in Brazil 1949-1950 PP• 46-47. 
CHAPTER V 
COMMERCIAL POLICY IN ARGENTINA AND BRAZIL 
A. Foreign Investments 1n Both Countries 
1. Argentina 
Underdeveloped areas are attractive to foreign 
countries with capital t0 invest. Like the United States 
in an earlier period, the economic development of Argentina 
has been financed principally by foreign capital, either in 
the form of loans to the government used for public work, or 
foreign capital invested i~ railways, public utilities and 
to some extent, industries. 
Practically all nations hold foreign investments 
-· . 
of one kind or another, and practically all ~ave foreign 
obligations--long-and-_short-term obligati<:>ns• This may lead 
either to a creditor nation--one whose accumulated foreign 
investments exceeds its foreign obligations;.or to a debtor 
country--one having an excess of obligations. 
The short-term foreign ip:.vestments of private in-
vestors are made up of lo~s and credits for one year or less. 
They include credits--in the nature of revolving credits--
that are extended in connection with foreign trade. That is, 
- . . 
shipments of goods are sent out with payments due, say in 
. . 
ninety days, and meantillle payments are being received on 
earlier Shipments. The long-term foreign investments of pri-
vate investors--having a duration of more than one year--are 
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made up largely of tt-vo general classes of investments: "port-
folion and 11 direct. 11 
As defined by the United States Department of Oom-
merce6 investments of the portfolio type include the securities 
issued or guaranteed by a foreign gover~ent and also the se-
curities of foreign business enterprises. Government i~sues 
predominate in the portfolio holdings of many countries. 
Direct investments represent the venture capital 
engaged directly in exploiting foreign mineral and agricul-
tural resources; in ~stabl~shing manufacturing, trade and 
banking ent.erprises abroad; and in buildi~ and operating 
public utilities that serve foreign areas. Direct invest-
ments have played a very active part. in developing the re-
sources of new and backw'ard areas. 
A business concern that crosses international boun-
daries to start operations in a foreign country incurs many 
responsibil;ties to the government and people of the receiv-
ing country. Some of these are set forth in the laws of the 
country, in the Oompanyts charter of incorporation and in 
the concession contracts, if such contracts exist. Others 
are of a moral and ethical character, not set forth in any 
document, and in many cases not clearly distinguished from 
responsibilities that the state and local government of the 
. 
area shou1d assume. 
The payment of taxes and royalties is clearly a 
legal responsibility of foreign companies and provide an 
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important source of inc ame for many governments. Reports 
from eleven American Oil companies representing roughly 95% 
of the total American investment in foreign oil, showed that 
in the five years 1935-39 their pa'Yllle~ts of taxes and royalties 
to foreign governments amounted to $3.1 billion. 
In 1876 Argentina made its first shipment off ro-
" '. . .. 
zen meat to Europe and this important export trade developed 
on a regular basis in 1883. During_ the early years British 
companies or joint British-Argentine owned companies con-
troll?d the meat packing in A~~entina and also dominated the 
trade. But in 1907 the big United States pack~rs, Swift 
Armout and Morris began to move into the field. Because of 
the financial resources at their disposal and a willingness 
. . 
to pay premium prices to Argentina for beef, they obtained 
- ~ . 
a foothold in the DB at-packing industry, although the dir-
ection of the export trade continued to be from A;gentina to 
England. England's policy has always been of considerable 
importance to Argentina from the very beginning. Swift and 
Armour oper~te important plants at Buenos Aires, La Plata 
and Rosario. 
~e great traction companies in the Federal capital 
and provinces are British; the street electric railways es-
tablished on an important scale throughout tJ?.e Republic are 
British; Light and Power concerns are German; banking houses 
are largely European and a great majority of the principal. 
9l. 
industrial and commercial enterprises are European. 
The largest lead smelter in Argentina is owned by 
the National Lead Company and is located at Puerto Vilelas. 
It suppli~s nine-tenths o~ Argentina's requirements o~ pri-
mary lead. In addition to this the company operates a lead 
products ~abricating plant in Buenos Aires. and supplies pig 
lead to other manufacturing establisruments. 
The outstanding industrial investment since 1928, .. 
however, has been in public utilities, notably by the Ameri-
can and Foreign Power Com~any and the International Telephone 
and Telegraph Corporation. General Electric, DuPont, Ford, 
General Motors, Standard Oil, American Optical all have 
branches or subsidiary companies in the Republic. 
In 1935 it was estima~ed that 45% o~ the investment 
in industry was ~oreign capital. British and United States 
direct investment in man~acturing and utilities have a third 
. . . 
o~ the whole. Considerab~e additional British capital is in 
agriculture and livestock. 
In 1938 Argentina had a per-capita income h~gher 
than that of any o~her Latin American country or of most 
Eu:opean countries. Its ~oreign obligations amounted to some 
$3.2 billion of which British investors held almost 2 billions • 
. 
British holdings included 1.1 billions in British-controlled 
railways, 500 millions in other British-controlled enterprises, 
and 338 ~llions in government or gover~nt g~ranteed se-
curities. American investors held 582 millions. This 
-
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inc~uded 388 mi~lions in American controlled public utili-
ties, manufacturing and aistributing enterprises--princi-
pally in the oil and meat-packing industries--and 194 mi~-
. . 
lions in government bonds. France, Germany, Netherlands, 
B~lgium, ~taly, Norway and Sweden held practica~ly all the 
remainder.::-
Following the outbreak of World War II, the govern-
ment of the United States necessarily assumed a dominant role 
in the international trade and financial transactions of Ar-
gentina. It was imperative that all-out aid should be fur-
nished the allies, and the question of dollar costs was re-
latively unimportant_so.long as a max~ contribution to the 
war effort was achieved. ~e flow of goods abroad was im-
pressive and.without question was a significant factor in win-
ning the war • 
During Wor~d War II countries exported much more 
than in normal times, supp~ying Latin American strategic and 
essential materials to the United States and other United 
Nations in unprecedented amounts. But a shortage of American 
and British manufacturing and shipping pre!ented any marked 
rise in their aggregate imports until 1944. 
Argentina a major exporter of foodstuffs, turned 
some of its war profits t? the improvement of its interna-
tional financial position. In 1945 the government expro-
. . J • 
priated the British-owned gas company serving Buenos Aires. 
I.n 1946 it utilized (or earmarked) approximately $983 mi~lion 
' 
of foreign exchange for the redemption of for?ign debts and 
the repatriation of foreign-owned enterp~ises. It repurchased 
the foJ.J.owing: 
. 
1. Br;tish-controJ.led railways valued in 1938.at 
$1.2 billion with $600 million of sterling. 
2. French-financed Port of Rosario railways.valued 
in 1938 at $133 million with $45 million. 
3. International Te~ephone and Telegraph investment 
with $95 million. 
The re~atriations were as follows: 
1. The last of the dollar bonds of the m. tional 
government (at par) with $130 million. 
. . 
2. Sterling bonds held in England with $100 million. 
3. Swiss franc bonds held in Europe with $13 million. 
In all, the $983 million extfunguished the.long-
term obligations tha.t in 1938 amounted to almost $1.7 billion. 
Public opinion in Argentina strongly supported the 
. . 
government's acquisition of foreign-owned properties. Ar-
. . . 
gentina also made loans totaling 3,460 million pesos to 
European and South American countries principally to France, 
' ' . 
Italy, Spain, Bolivia and ChiJ.e. 
The author of "Mining and Manufacturing in Latin 
America"* stressed the fact that the devel.opment of domestic 
industries after WorJ.d War II would require large amounts of 
foreign capital. Others agree that there is a decided need 
for foreign capital and that this need will exist for some 
. . 
t~e to come. The forthcoming of these investments, however, 
would be affected by political, economic and government poli-
cies ~ Argentina as well as in the leading _industrial coun-
tries. Argentina's primary market for its manufactured goods 
is within its own boundaries and it is likely to be_true for 
some time to come as the Peron program includes elf-sufficiency 
and has curtailed imports of that nature. Argentina i~ fac-
ing competition from foreign goods in domestic markets. The 
Government is confronted with the difficult task of. selecting 
for tariff protection or other assistance those industries 
which show promise of being able to sustain themselves in 
. . 
the long run without protection or subsidy, and whose sup-
port will not impair the world position of basic ~ndustries 
on which the Argentina economy so greatly depends. 
Not long ago President Peron, contrary to opinions 
mentioned above, stated that he did not want either foreign 
. -
loans or foreign capital. He is, from all outward appear-
ances satisfied with his 1946-51 plan in which. time his govern-
ment did away with many international holdings. He is look-
ing forward to his second five-year plan.as one of consolida-
tion based on the gains already achieved. 
95 
2. B;cazil 
Brazilian laws are among the most l:tbe~al in the 
. .. . 
world with regar.d to ~oreign capital. That is one reason 
why it is.perbaps the most industrialized o~ Latin American 
countries. Factories started to_ appear as early as 1880 ani 
. . 
1890. They became more prosperous at the beginning c;~ the 
19th century and especially during the two World Wars. Some 
important industries like steel, cement, coal, and publishing 
. . 
made rapid strides during the 1930's• 
In the years preeeeding 1920 ~oreign banks did a 
. . 
large business in Brazil. They began to decline in 1921, 
when deali~gs in exchange were ~irst brought under o~~icial. 
regulation. 
The ~irst ~oreign bank to be established was the 
London and Brazilian Bank, which opened in Rio de Janeiro in 
1862. This was ~oJ.lowed by other English, German, Portuguese, 
; , . . 
French, Belgian, I tali an, Dutch, and American banks. The 
heyday of the foreign banks was during the period o~ larg~ 
foreign loans and expanding foreign trade and immig~ation. 
In l9l3 ~oreign banks held 40% o~ all bank deposits. T.be 
more stringent exchange cont~ols introduced in 1931, the 
. . 
nationalistic trend of the 1930ts, and the liquidation of 
the German and Italian banks during the second world w~r 
~urther reduced the relative position o~ ~oreig~ banks. 
In October 1947, ~oreign banks held 7.6% of all 
deposits and handled 7~3% o~ the loans of all banks in Brazil. 
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-Branches of' f'oreign banks in Brazil now total 38, of' which 
the ~ank of' London and South America has 14, the Banco 
Nacional Ultramarine, 5, the National City Bank of' N. Y., 4, 
the Banco Holandes Unidao, 3, and the Caisse Generale de 
Prats Fonciers et Industriel, 1. The First National Bank of' 
Boston opened a branch at Rio de Janeiro in 1947 and other 
branches at Sao Paulo and Santos in 1948.* 
There has been a large inf'low of' capital since 
Brazil became an independent nation. The English held the 
predominant position until recent years. During the 19th 
century all Federal public loans were issued in sterling 
through the government' s :fiscal agent_ in London,_ al thougl_l 
coupons were made payable in francs and o'l!;her currencies • 
. . 
Great Britain was the chief' source of' import merchandise, 
. . r . 
and _occupied.a. dominant position in shipping,. banking, and 
communications. ~e British played an important part in de-
veloping ports, railways, and public utilities. French and 
Belg~an investors and promoters also played a substantial 
role. Some large franc loans were placed be~veen 1908 and 
1910 and the French becrume interested in railways, banks and 
. . 
miscellaneous enterprises. 
German interest began to att~in importance.by the 
1890's, principally in shipping, trading and banking. Resi-
dent Germans became active in practically every state,. in 
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farming, in manufacturing, in wholesale and retail trade and 
in export houses handling such products as cacao, coffee, 
hides and rubber--all of which found a good market in Ger.many. 
A Canadian company develo~ed the most important 
electric power ent~rprise in Brazil. It serves the popu1ous 
Rio-Sao Paulo area. 
The United States early developed a large trade 
with Brazil and individually America pl~yed an important part 
in economic and scientific developments. The United States' 
investment, which was estimated at $40 million in 1914, ex-
panded rapidly after World War I. 
Total foreign investments in Brazil in 1930 have 
been estimated at $2,628 million of which the British held 
. 
slightly over half and the United States one-fifth. 
T.he value of foreign investments has shrunk consi-
derably since 1930 as the result of many factors, among which 
are the readjustment or the public debt; sales or expirations 
of concessions; naturalization of ror.mer aliens; and liqu;da-
tion of German, Italian, Japanese holdings during the war. 
~ 
At the same time, the value of American ndirect investment'' 
has increased, partly as the resnlt of reinvestment of pro-
. 
fits.* 
American investment in manufacturing operations, 
through branch plants or participation in Brazilian enterprises 
has grown since 1930. Among the lines represented are tires, 
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pharmaceutical and toilet preparations, radios, abrasives, 
bandages, paint, heat-resisting glass, iceeeneam, starch 
- . 
and ta.piooa chelllicals, chewmng gum, steel drums, railway 
" . . .. 
cars, tin containers and sprinkler system. Other esta-
. . 
blished companies, such as General MOtors, General Electric, 
Gilette r~zor, and chemical and pharmaceutical concerns, 
have expanded operations. Of the American :manufa.ctur1J:J.g 
-. -~~~~~~--.;~>, 
plants Goodyear and Firestone are perhaps m<?st_:}~_j.j#~~~--'.-
. ~~~;;~~~~~/ ~--~~~t~\ r_~ 
for the economic development o:f the country. :---~ ..... ~ ~; ~ ·'"l<{ .. ',_ 
- - .. :/~ :.,;·~ ~;:_ ~- ~ ' 
The WestinghouseElectric Internatipa_j. CozniVrui1r ! _ 
. . ~:._-~~- _-;:_~ ~ ~ : :v~ ~' 
early in 1949 announced the concl~sion of a 1~~\tem~ice~-8-_ ~:-
ing agreement with Eletromar~ a Brazilian manuf~~~~~~~~ 
~,~~:. .... .:---.. -~_--;_:--·-4 
pan.y, whereby Westinghouse will provide engineering assistance 
in the design and construction of the Brazilian plants and 
will train key Brazi~ian. personnel in_Westinghouse factories 
in the United States. In 1948 a subsidiary was established 
- . -
and sub-contracts awarded for the assembly of Philco radios 
. 
and the manu:facture of some parts and cabinets locally. Some 
. . 
ass~bJ.y·of International Harvester trucks is carried out.in 
the company's buildings at Rio de Janeiro and Santo Andre. 
Telephone and utility companies installed new 
equipment. The American and Foreign Power Company ~ncreased 
its investment by $17 million between 1945 and 1948. Sears 
Roebuck & Company has bought sites in Rio de Janeiro and 
Sao Paulo and is proceeding with plans to open stores in 
. 
* those cities. 
In the meat-packing business, Brazi~ian branches 
of Armour, Swift, Wi~san and the other great foreign houses 
play a dominant role. There are two affiliates of Armour 
with a capita~ of 100 million cruzeiros; one affi~iate of 
Swift with 125 million; one of Wi~son ~ith 33 million and 
the Frigorifico Anglo with 100 million. 
Brazil had foreign obligations of about $2 billion 
in 1938. Great Britain, The United States.and Portugal were 
the principal investors in the order named. Some $700 mil-
lion, more or less, were accounted for by American-controlled 
. . 
companies partieularlypubli~ utility, manufacture, petroleum. 
and distribution enterprises, and by British and British-
. . . 
Canadian railways, utilities and other companies. 
The value of foreign investments at present is 
. . 
probably in the neighb~rhood of $1;500 million of which the 
British have $550 or $600 million; .American $450-550 million, 
' . - . 
Canadians $200 million and the French, Belgians, Portuguese, 
.. . " .. 
Dutch, Swiss and Argentines, lesser amounts. 
Canadian investments are concentrated in a few large 
enterprises such as the Brazilian Traction Light and Power 
Company, Ltd., branches of the Royal Bank of Canada. and the 
cement plant in the state of s;o Paulo. ~H:4 
The Brazilian Traction Light and Power Co., Ltd. 
~~ 27, . p •. 304 •. 
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with a capita~ of 1.6 billion cruzeiros operates street 
cars, gas and power plants a.J:Jd telephone companies in the 
three most ~porta.~t cities of the country and in numerous 
smal~er localities. Together with the American utility 
group ;t controls about 90% of the country's electrical ca-
pacity. The ~merican group compr;ses 32 companies with a. 
capital of 63.1 million cruzeiros. The American'group is 
controlled by the Companbia. Auxilia:r> de Empresas' Eletricas 
Bra.siei:r>as, a. subsidiary of the American and Foreign Power 
Company which in turn is a su~sidiary of the Electric Bond 
and Share Company of New Yo:r-k. 
In 1944, a fifteen-year plan for the industrializa-
tion of Brazil was submitted to the Brazil National Council 
of Industrial & Commerci~ Policy and was indorsed by that 
body and by the Econom~c Planning Commission. Brazil ~­
ready had its Vo~ta Redonda Steel plant, partly financed by 
- " . . 
the Export-Import Bank,. ~d various ~elated indu.stries, but 
that was only a beginning. The new plan called for "balanced 
consideration" of all problems relating to industry, agricul-
ture and commerce with large expenditures for the develop-
ment of transportation facilities and mechanization of agri-
. 
culture. 
For the initial phases of the work Brazil planned 
to use half of the $580 million of foreign exchange it held. 
But it was expected that the United States would furnish 
. 
most of the remaining capital required. 
~0~ 
As the plan has developed, however, the ~oreign 
capital supplied Brazil has been ~urnished by the Export-
Import B~k l~ans: $45 million ~or the Volta Redonda Steel 
In~ustry; $26.5 million ~or the Rio Doee Valley Comp~ny; 
$7.5 million ~or the Na·!;ional Alkali Company; and ~h.2 mil-
. . . - . ' . 
lion ~or the National Motor Engine Factory. Export-Import 
Bank 3:-oans were als_c>_made to British railways, the Bank o:r 
Brazil and other Brazilian companies, bri~ing the total of 
loans outstanding on June 30, 1947 to $82.6 million and loans 
. - ... 
approved but not yet disbursed to $47.6 million. 
Brazilian assets owned in the Dnited States amounted 
to $334.7 million on May ~1, 1943 according to an o~~icial 
cnesus taken on that date. The largest item ;n this total re-
presented interests in c~ontrolled enterpri~_es. The invest-
ment is now estimated a1i over $350 million. 
The second la:gest item in United States holdings 
consisted o:r securities, principally gover~ents although 
corporate bonds and shares amounting to $2.9 million are 
. 
J'.. 
shown." 
Brazilian insurance companies have secured a modest 
but expanding volume o~ business in ~orei~ countries, es-
pecially Spain, Peru, Ecuador and Uruguay. 
Private enterprises are so weak that public autho-
rities have come to assume the ~unctions of undertaking the 
. 
more elaborate projects. This has been done in the ~orm o:r 
., ... 
" 27, P• 299. 
102 
-·--- ·--
mixed corporations (Federal Government with semi-public in-
stitutional investors as savings banks and social insurance 
. . 
agencies or private investors and in some cases with finan-
cial aid f'rom the United States in the form ofloans from the 
Export-Import B~). This type of organization exists in t:t;e 
iron and steel, alkali, electric power and motor industries. 
In 1948 there were five such corporations in 
operat~on, n~e1y: 
1. The Oompgnhia Siderurgica Nacional, founded in 
1941, tocpera~e the iron and steel project of 
Volta Redonda. (A $5oo,ooo contract for the 
design and_manufacture of' hot strip mill auxi-
liary equipment ~n ~he Volta Redonda has been 
award?d to the E. W • Bliss Oompa::aw, of Ohio in 
1951). 
2. Oompanbia Vale de Rio Doce, founded in 194? for 
the production and exportation of' iron ore. 
3. Companhia Nacional de Al~alis founded in 1943 for 
the production of alkali. 
4• Companhia Ridroeletica de Vale de Sao Francisco 
created in 1945 to harness the water power of the 
• 
Sao Francisco River. 
5. Fabrica Naeional de Motores f'or the production of' 
• 
tractors was the last one created. 
These corporations are at an early stage of 
development so it is hard to pass judgment on them. Their 
suitability ~or the promotion o~ industrial progress should 
be considered in the light o~ available opportunities and 
. . 
alternative mechanisms to achieve this objective. 
The year }95~- -!-'inds n.ew plants springing up. The 
Singer Manufacturing Corporation is completing a $5 million 
plant in Campinas; General Electric is spending $12 million 
~or the expansion o~ its Sao Paulo plant ~or the man~actu.re 
o~ re~rigerators. 
Foreign investors such as the United St~tes$ Europe 
and Japan are more than ever interested in Brazil. United 
States businessmen particularly are becoming a"ft!'are o~ the 
vast opportunities available to them in Brazil. 
J.Oi+ 
B. Economic Control 
Economic planning in Latin America has made sur-
prising strides during the past seven years approximately. 
It has expanded from a number of modest and poorly integrated 
attempts to aid in the establisbment of small manufacturing 
plants of consumer goods to the planning of comprehensive 
development projects of regional or national scope by means 
of State controlled or semi-official Industrial Credit Banks 
as in Mexico~ Argentina and other countries, and semi-autono-
. . . - . 
mous uinstitutest' for specific commodities as in Brazil. ~E­
During the period of expansion from 1860. to 1930 
the Argentine national economic policy in ita larger outlines 
. . 
followed the main tenets of 19th century liberalism. Argen-
tina was a characteristic ex~ple of an underdeveloped coun-
try with ;ts entire economic life attuned to international 
exchanges. 
Protectionism emerged in the third quarter of the 
19th century. World W~ I and its aftermath strengthened 
protectionist sent~ent~ In recent years the Federal govern-
ment itself' has been the m?st outspoken ch~pion of protection 
and assistance to industry. 
The main impulses that drove the. Argentine e conomy 
forward originated with private initiative. Foreign enter-
prises such as railways, shipping lines, banks, packing 
houses, and large trading companies, were especially potent • 
., ... l.t. 65 
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The year 1931 brought an end to the old era of 
liberalism and marked a new dividing line for Argentine ace-
nomic policy. The depression brought a political upset to 
Argentina$ the first military coup dletat since the unifi-
cation of the country. 
The national economic policy since 1933 shows two 
distinct but intertwined threads: assumption by the state 
. . 
of responsibility for maintaining economic stability, and 
subordination of foreign economic infl~ences to official or 
private Argentine financial leadership. 
The first trend was confined to the rural industries 
and to international trade and exchange movements. The second 
reflects the increasing inf'luence of the military point of 
view$ has been particularly concerned with minerals, fuel, . 
. . . 
power, transportation and communications! and over-all con-
* trol of the credit and trading machinery. 
Government cm::ttrol over the economic life of the 
nation has been less extensive than in many other Latin Ameri-
can countries. Measure affecting foreign trade have been 
utilized obtaining revenue for National Government, fostering 
domestic industry and agricul~ural and the development and 
maintenance of export markets. Internal controls have been 
directed to the development of agriculture, the stabiliza~on 
of certain distressed agricultural industries, the develop-
ment and control of petroleum industry, and after the 
. . 
~to ;,.8 G , P• l22. 
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outbreak of the war the rationing of essential commodities 
. 
and the control of prices. 
T.he Great Regulation Board was created in November 
1933 to a~nister the program of Government assistance to 
agriculture. The Board was authorized to e sta.blish mininru:m. 
. 
~~ 
prices for wheat, corn and flaxseed. 
~n October 1933 the National Meat Board w~s created 
with broad regulatory powers over the meat industry• Includ-
ing the power of establishing rules for grading and classi-
. . 
tying livestock and meat for both foreign and domestic mar-
kets; to develop standard of quality, packing and transporta-
tion; to construct and operate frigorificos· or other com-
mercial and industrial establishments for the protection of 
growers; and to initiate programs for reducing prices i~ the 
domestic market and for increasing domestic consumption. 
Prion to World War II meat shipments from Argentina 
to England were controlled. by the quotas provided for in the 
treaties of 1933 and 1936. Br~tish barg~ining position was 
stronger than that of Argentina. Argentina was desperately 
holding on to what exports she could, whereas the British 
. 
also obtained meat from Australia and elsewhere. 
The rapid expansion in the cultivation of yerba 
mate in Argentina and the resulting competition with imports 
from Brazil and Paraguay have lead to serious problems in its 
* 48, p .• 7. 
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production and marketing~ Although Argentina is an ~portant 
porducer of mate, it is also the principal importer and con-
sumer. A factor contributing to the expansion of the industry 
praticularly in the Territory of Misiones was the comparative-
ly high prices which Pl"evailed 13efore 1930. This resulted 
in increasing ~ual s~plnses of mate and induces producers 
* to seek Government aid. 
In September 1935 the National Yerba Mate Board was 
created with authority to limit the. output and to control the 
marketing o:r yerba mate~ to pay subsidies to growers from the 
proceeds of an internal revenue tax and to improve marketing 
. . . 
facilities. At the same time to disco~age new production, 
a tax of 4 pesos was imposed on each new tree planted d~ing 
the five-year period following the enactment of the maw. 
After 1940 there were :rew changes in the basic rates of duty. 
The development of mining and manufacturing indus-
tries in Argentina has been aided by numerous controls which 
the Government maintains over both the internal economy and 
foreign trade. The Argentine custom tari:tf, one of the high-
est in South America has been employed to protect domestic 
industries as well as ·to raise revenue. Customs revenues 
constit~te the principle source of income of the Federal Gov-
ernment. More signifit~ant than the tarif.f or other devices 
which have been employed to stimulate domestic industry and 
, #' - • 
to control the country's trade, however, has been the system 
* 48, pp. 21-23. 
108 
of exch~ge control established in 1931. Such control has 
been utilized not only to husband exchange balances but also 
' . 
to foster certain domestic industries. 
Before the w~~ the most importruat direct Government 
controls over domestic industry were th<?se a <J:ministered by 
the various agricultural control boards. T.hese agencies have 
been concerned primarily with the stabilization of distressed 
industries: the more ~portant have operated in the.grain, 
wine, mate, cotton, sugar, meat and dairy industries. The 
Government-owned petro1eum. corpor~tion . (YPF) has generally 
assumed a role of incrE~asing importance in the petroleum 
. 
industry. 
Export restrictions in belligerent countries and 
the shipping situation during the war resulted in severe 
shortage of commodities usually imported into Argentina •. For 
some commodities such as petroleum and other fuels automo-
~ ~ ,. . . . ' 
biles, iron and steel, and rubber, special rationing commis-
. . ~ . . ,. . 
sions have been established; for others, including wire, met-
als jute bags, and drugs, the Ministries of' Agriculture of 
Finance or the Central Bank have been authorized to act as 
. 
control agencies. In ()ther instances, the rationing authority 
.. . 
has been ~he Export and Industrial and Commercial Development 
Committee. As a further measure to conserve stocks of indus-
trial materials, the exportation and re-exportation. of a 
number of important commodities has been prohibited. 
Among the agencies recently established by the 
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Argentine Government t? further_industrial expansion is_the 
Argentine Trade Development Corporation created in 1941. This 
agency has embarked on an extensive pr~gram to promote the 
development of the coun~ryts resources. It has recommended. 
the establishment of export standards, organized trade pro-
.. . . .. 
motion centers, collected statistical information, and em-
ployed technical specialists in an advisory capacity. It al-
so has undertaken surveys of numerous industries including 
.. .. .. " 
those produe:t:ng jute, shoes, wool, hats, leat~r, dairy pro-
- .. - -
ducts, forest products, minerals, ceramic products, cereals, 
yerba mat~ and has submitted recommendations for their de-
velopment. 
Among the measures recently taken by the Government 
designed to assist industry was the formation of the Indus-
. 
trial Credit Fund in 1943. This fund was superseded in 1944 
~ 
by the Industrial Credit Bank, which grants long-term loans 
. . , 
for the development of domestic industries. In June 1944, 
an ~portant decree was issued by the Government ~or the 
protection and development of national industries. Measures 
which may be applied un;der this decree include supplemennary 
~ort duties for encouraging industry and for defense against 
dumping; import quotas or, if necessary, prohibition of im-
ports; and subsidies when other measures are not effect;ve 
;:. 
or if the industry is essential to the national defense. 
~to 51, pp. 27-28.i 
To meet abnormal war conditions, the Government of 
Argentina like that of the United States and most other 
eountrie~, has greatly extended its control over all economic 
activity. T.hrough the Bureau of Military ~~ufacturing the 
Government has directed its attention particularly to the 
. 
production of strategic commodities, such as industrial chemi• 
, ~ - "' 
cals, rubber, and ir~n and steel products, including the manu-
facture of armaments.* 
During the first four months of 1948 it was clear1y 
evident that the exchan~e position was rapidly deteriorating, 
espec;ally as regards do11ars and other so-called ufree 11 di-
visen. The business world viewed the possibilities of future 
imports of remittance for payment with some concern, but it 
was generally felt that pending import transactions could be 
considered sa~e if covered by prior exchange permits and for-
ward exchange$ A brief SUIJ:mlary of the more important measures 
taken b1' the Bentral Bank in connection with exchange-import-
export transactions is given belmv in chronological order: 
. . 
Dec. 191 1947--Limitations fixed.for tourist remit-
tances to Uruguay. 
April 1 1 1949--Central Bank announced details of 
payment agreement with Hol.la.nd. 
A series of circulars issued on June 23 1 1948 made 
important and far reaching changes in the exchange regulations, 
the announced purpose being to stimulate Argentina's inter-
~~ 5l;; p .• 73. 
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national economic relations, tending to intensify the inrlow 
of new foreign capital, to facilitate pa~nt of financial 
. . "' . . . -
services, to assure a greater supply of' needed foreign mer-
chandise, to build up sales abroad of' Argentine industrialized 
products and to establish a stable exchange rate f'or ~rgentine 
exports to Bolivia, Chile, Paraguay, Uruguay and Peru. ~t 
T.he most ambitious and most significant attempt at 
Government planning of' economic development was undertakan 
by the Peron Administration in 1946 and pa~sed by the Argen-
tine Congress in April 1947 without debate. Its announced 
aim was to make the Argentine nation strong through a diver-
sified economy and as inde~endent as possible of' outside mar-
kets and foreign i:nf'luence. This was done through strict 
control of' the entire system by the Central B&nk~ Government 
control of' imports and foreign monetary exchange; a govern-
ment monopoly of' the purchase of' all major exports ~cept 
wool and their sale abroad at very much higher prices; ac-
quisition by the government of' foreign-owned railways and 
public utilities; expansion of' transportation, hydroeleotiic 
power and irrigation; promotion of' new industries chiefly 
tllll'ough mixed enterprises financed jointly by public and 
private interests under the guidance of' the State Bank for 
Industrial Credit, preference being given to the production 
of' raw materials and machinery; and organized immigration 
. 
and settlement. It was expected that the cost of' this 
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program, estimated at 6,790 million pesos would be met ~ 
part from profit~ made through government marketing of ex-
port commodities. In other words, the export industries 
were forced to make sacrifices for what was believed to be 
the nec~ssary broadening and nationalization of the internal 
economy. ~e success of this plan depended on two things: 
the continuation of the boom de~d for Argentine food and 
raw material exports in the starved countries of Europe; ~d 
the ability of the present government to maintain its stabi-
lity and dictatorial power over disgruntled elements in the 
ranks of low-incom~ consumers, agricultural producers and 
political liberals. This pl~ has been successful according 
to Peron•s recent declaration. 
In Brazil, the outstanding feature of economic con-
trols since 1930 has been the increasing use of government 
and quasi-government agencies which, in substance, have given 
something of the status of public utilities to n'llmerous in-
. " "' , 
dustries including those producing coffee, cacao, sug~r1 mate, 
tobacco, rice, petroleum, pine lumber, fruit and fish. 
The government maintains v ar;ous controls over both 
the internal economy and foreign trade. ~asures affect~g 
foreign trade are directed to a variety of objectives, in-
cluding protection of domestic industries, promotion of in-
dustrialization, raising of revenue by duties on both imports 
and certain exports, the stabilization of prices of exports, 
the mitigation of exchange shortages, the allocation of 
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available ~oreign exch~ge and during the war the control of 
strategic raw materials. Internal control are directed to 
the stabilization and rationalization of production~ promo-
tion of domestic industries$ stimulation of exports, conser-
vation of materials esse~tial for the domestic. economy and 
the regulation of prices~ Brazilian customs tariff is the 
highest in Latin America. Cuatoms revenues constitute the 
most important source of income for the National Government. 
All treaties in force since 1936 have provided for the ex-
change of.unconditional and unlimited most-favored-nation 
treatment. 
After the outbreak of the war, the Office of the 
Coordinator of Economic MObilization was established with 
. 
wide reaching authority over the nation's economic life. A 
number of measures were adopted to mobilize the economy to 
meet the needs of hemispheric defense--projects to expand 
the production of strategic raw materials, export controls 
to prevent their flow to enemy nations and provisions for the 
blocking of funds of Axis nations and their nationals. An 
example of direct Government aid to industry during the war 
was the construction of a modern steel plant at Volta Redonda 
by a Go!ernment~control company with the aid of Uriited States 
capital. Brazil always advocated protectionism. Tariff of 
1900 rang~d :from 2 to 40 times as high as those in the other 
countries. Rates affecting particular items were modified 
fre~uentlybetween 1900 and 1934--often protective in charac-
ter. 
--------------------------------------------------------------
Tarif~ of 1934 provided ganera1 minimum and con-
ventiona1 rates. ~e former protective po1icy was retained 
throughout the new schedu1e; moreover, inc~eased rates of 
duty were provided for certain commodities. 
The practice of granting exemptions from or reduc-
tions in customs duties on machinery and essentia1 supp1ies 
for new industries has ~een an import~t characteristic of 
Brazilian Tariff Policy. Since 1934 broad.powers have been 
exercised by the Executive over the tariff.* 
Brazilian tariff structure has been one of the most 
. 
stab1e in South Amer~ca •. Changes in the basic rates of duty 
have been infrequent. An important characteristic of the 
Tariff of 1940 is the formal inclusion of a third column dee-
:ignating the reduced rates of duty fixed in Connnercial Agree-
ment with the United States and other countries. 
Exchange operations in Brazil are still subject to 
the regulations imposed in 1939--the improved exchange posi-
tion of the country, however, has.permitted a more liberal 
application of the rules in force. 
Because of the demoralization of the markets for 
coffee and accumulation of surplus stocks, Brazil and the 
other countries producing coffee of the Western Hemisphere 
together with the United States signed the Inter-Americ~ 
Coffee Agrement in 1940. The announce purpose of the 
* 49~ PP• 7-11. 
agreement was to promote the orderly marketing of coffee and 
to assure terms of trade equitable to both producers and eon-
.)(. 
sumers, by adjusting supply to demand." 
Brazil's forei~n exchange position appears favor-
able at the present time._ ib.e policy of selective import 
restrictions~ operating through a system of.~ort licensing, 
continued in effect during 1949 through 1951. A stricter and 
more efficiently organized ~ontrol over imports was also in-
troduced during this period .• 
* 49, PP• 33-34. 
11.6 
c. Oohelusion 
It has been quite evident to the world at large 
that both Argen~ina and Brazil have beeome more important 
internationally. . Just how mueh progress has been achieved 
is hard to say--information and statisties are not always 
available nor aecurate-~but this researeh has revealed that 
more progress has been made than is realized by most people 
of the United States who still think of Latin Ameriea as an 
. 
underdeveloped country. 
Argent~na and Brazil are the two largest eountries 
of South America. Although there are stilJ.. some parts of 
their vast area that have not been expJ..oited because (1) some 
are not aecessible and (2) people eannot be indueed to live 
in other parts and work there! the eeonomie development has 
moved forward at a rapid paee. Not satisfied with their 
very ~portent agricultural and p~storal produets--coffee in 
the ease of Brazil, wheat and ~eat in Argentina--they set out 
to industrialize their economy. A great obstacle to the vi-
gorous growth of hea!Y industry is represented by the preca-
rious fuel situation. In spite of this however, Brazil has 
become practically self-sufficient. 
Foreign capital from many countries of the world 
has helped further their economic development. These invest-
ments were made in railways, utilities, banking, meat-packing, 
ete., which brought the people together, gave them a better 
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' ahd mbre efficient way of producing and prep~red them for 
a greater domestic and international economy. 
T.here are still great opportunities available in 
raw materials and latent intangible wealth to be found in 
both countries, expecially in the large. country of Brazil. 
An investment made in Brazil today would contribute to the 
sound economic development of that country and serv~ the 
economic and strategic interests of other countries. 
The structure of Brazil's industry today parallels 
that of agriculture and both reflect the social organization 
. 
of Brazil. T.he recent origin of industrial and commercial 
wealth is in itself' important and testifies to the higher 
degree o:f social and economic mo'f;>ility which prevails in the 
urban and industrial environment. The city o:f Sao Paula~~ 
the Chicago o:f South America--is an example of economic growth. 
Argentina has neglected a~icultural production :for 
that of industry for the last decade~ Though this year's 
drought has proven :fatal to them, the Peron Administration is 
confident that their industrial plan which has been satisfac-
tory (in their estimation) during the last five years will 
. 
continue to reap profits during the next f'ive. 
Argentina and Brazil have made domestic and in-
ternational economic progress and can no longer be counted 
. 
among the underdeveloped areas of the WJDrld. 
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